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Recent Developments 


| Canada 


e Almost 580,000 net new 
jobs were created between 
the second quarter of 1996 
and the second quarter of 
1997, a more rapid rate of 
job creation than that of 
the same period in 1995-96, 
when. 400,000 net new 
jobs were created. 

SMEs accounted for 

81 per cent of the 1996-97 
job growth, as compared to 
70 per cent in 1995-96. 

e Self-employment accounts 
for the largest component 
of SME job creation, i.e., a 
262,400 net increase, or 
46 per cent of total 


Performance. 


growth. In 1995-96, self- 
employment accounted = 


for 29 per cent of net 
job growth. 


¢ New business formation — 


in 1996-97 is up by almost 
12,600, as compared to the 
small decrease registered 
in 1995-96. The largest 
increases occurred in 
western Canada. 

¢ Optimism among 
manufacturers has been 
positive since the first 
quarter of 1996, according 
to Statistics Canada’s June 
1997 Business Conditions 
Survey. On a four-quarter 


_ moving average basis, 
large and small manufac- © 
_ tures expect to increase 


production in the next 
three months. Overall, 
small manufacturers tend 
to be more optimistic 
about their production 
capacities than are large 
manufacturers. 

While in the second 
quarter 1997, profit 
margins of medium-sized 
businesses were down 
slightly from the first 
quarter 1997 level, they 
remain higher than those 
of the first quarter of 1996, 


Job 
CREATION 


Almost 580,000 net new jobs 
were created between the sec- 
ond quarter of 1996 and the 
second quarter of 1997, a 
more rapid rate of job creation 
than that of the same period 
in 1995-96, when 400,000 net 
new jobs were created. SME 
accounted for 81 per cent 

of this 1996-97 job growth, 
compared to 70 per cent in 
1995-96. 

Chart 1 illustrates the 
quarter-by-quarter variation 
in total employment by size 
of firm (excluding self- 
employment). 

Small employers (fewer 
than 50 employees) created 
80,000 of the net new jobs; 
self-employer firms accounted 
for a further 262,000. 


Medium-sized firms grew by 
122,000, while larger employ- 
ers (over 300 employees) 
added 112,400 positions. 

Most of the job creation 
took place in the services 
sector (44 per cent), followed 
by trade (22 per cent) and 
manufacturing (20 per cent). 
In the services sector, the job 
growth was equally distrib- 
uted among small, medium 
and large firms. In the trade 
sector, on the other hand, 
most of the growth occurred 
with large employers, fol- 
lowed by medium-sized firms. 
Small firms in the trade 
sector registered a net decline 
in employment of 5,000. 
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# 
Pd 


both 0 
_ profit mafgins were below _ 


when medium-sized firms’ 


The number of business 
bankruptcies in the second 
quarter of 1997 was down 
by almost 3 per cent from — 
the first quarter of 1997. 
Business bankruptcies have — 
continued a downward 
trend since the second 
quarter of 1996. 

SMEs exported $21 billion 
worth of goods and 

services in 1995, account- 
ing for 8.5 per cent of total 
Canadian exports. 


Chart 1: Employment by Firm Size 
Canada, All Industries 


Source: Survey of Employment, Payroll and Hours, Statistics Canada 
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BUSINESS FORMATIONS 


Chart 2: Business Formation Trends 


Canada, 1991 - 97 


Source: Business Register, Statistics Canada 
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Chart 3: Employer Business Formation 
by Region, 1995-97 


Source: Business Register, Statistics Canada 
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Since the start of 1996, the 
number of businesses in 
Canada has shown a strong 
upward trend; new business 
formation in 1996-97 is up by 
almost 12,600 (see Chart 2) 


CANADA — NFLD 

1992-Q1 916,672 21,093 
2 914,962 21,130 

Q3 916,037 21,191 

Q4 914,395 21,085 
1993- QI 910,231 20,848 
Q2 909,158 20,859 

Q3 911,052 21,167 

Q4 914,123 21,224 
1994-Q1 920,869 20,948 
2 925,416 20,701 

Q3 925,338 20,509 

Q4 | 926,712 20,428 
1995-Q1 928,667 20,546 
Q2 928,422 20,397 

Q3 927,601 20,039 

Q4 928,726 19,911 
1996-Qi 928,837 19,745 
Q2 928,067 19,441 

Q3 927,769 19,146 

Qi 928,807 18,935 

1997- Q1 936,057 18,976 
Q2 940,595 18,856 


(see Chart 3). Western 
Canada enjoyed the largest 
increases. Eastern Canada, on 
the other hand, experienced 
decreases in business forma- 
tion, particularly so in 


This compares to the minimal 
growth registered in the 199S- 
96 period. 

Employer business forma- 
tions are occurring at an 
uneven rate across Canada 


Table 1: Number of Employer Businesses 
by Quarter, 1992-1997 — Source: Business Register, Statistics Canada 
PEL NS NB QUE ONT MAN — SASK 

6,566 28,480 24,778 226,999 307,980 32,353 37,315 
6,534 28,556 24,831 226,392 306,002 32,298 37,266 
6,548 28,710 24,980 226,317 305,041 32,311 37,297 
6,510. 28,706 24,965 225,575 303,945 32,265 37,099 
6410 28,599 24,805 224,327 302,117 32,148 36,839 
6,394 28,730 24,761 223,801 300,716 2,065, 36,733 
6,443 28,992 24,857 224,126 300,044 32,110 36,743 
6,509. 29,132 25,028 224,784 300,037 32,290 36,819 
6618 29,254 25,326 226,084 301,371 32,577 36,990 
6655 29,411 25,521 226,887 302,326 32,696 36,850 
6614 29,499 25,570 226,815 302,140 32,671 36,503 
6,584 29,571 25,629 227,130 301,915 32,685 36,289 
6,536. 29,627 25,668 227,745 301,670, 32,703 36,066 
6,472 29,519 25,640 227,945 301,188 32,683 35,857 
6437 29,351 25,593 228,100 300,744 «32,638 35,750 
6456 29,280 25,578 228,614 300,564 «32,682 35,803 
6484 29,124 25,512 228,689 300,036 32,690 35,726 
6,476 28,889 25,385 228,268 299,497 32,716 35,739 
6432 28,717 25,290 227,837 299,160 32,766 35,747 
6,412 28,614 25)2S1 227,725 299,274 32,861 35,841 
6,418 28,698 25,250 229,111 302,433 33,053. 36,210 
6,399 28,675 25,235 229,568 303,810 33,165 36,406 


Newfoundland. Ontario and 
Quebec registered modest 
gains. Table 1 lists the num- 
ber of employer businesses, by 
province and territory, from 
the first quarter of 1992. 


ALTA BG YUKON NWT 
95,655 131,059 1,298 1,633 
95,744 131,733 1,309 1,627 
96,169 132,272 1,322 1,621 
96,268 132,873 1,337 1,611 
96,048 133,261 1,350 1,611 
96,135 133,822 1,352 1,607 
96,630 134,600 1,342 1,609 
97,406 135,679 1,333 1,629 
98,756 137,531 1,333 1,652 
99,737 138,949 1,345 1,674 
100,207 139,681 1,358 1,690 
100,783 140,251 1,364 1,705 
101,403 140,661 1,362 1,732 
101,902 141,088 1,363,758 
102,189 141,482 1,366 1,773 
102,470 141,738 1,371 1,779. 
102,741 141,908 1,388 1,772 
103,285 142,323 1,392 1,773 
103,961 142,789 1,391 1,782 
104,710 143,229 1,393. 1,785 
106,112 144,519 1,411 1,802 
107,314 145,477. 1,424 1,826 


Business 


PERFORMANCE 


In the second quarter of 
1997, profit margins of medi- 
um-sized businesses were 
down slightly from the first 
quarter 1997 level. However, 
they are higher than those of 
the first quarter of 1996, 
when medium-sized firms’ 
profit margins were below 6 
per cent (see Chart 4). 


The gap in profit margins 
between medium-and large- 
sized firms has narrowed 
slightly since early 1995. This 
improved profit performance 
of medium-sized firms may 
be due in part to leaner inven- 
tories, resulting from the 
implementation of such new 
management tools as just-in- 


time inventory control 


Chart 4: Business Performance Trends 


(Total non-financial industries) 


Source: Statistics Canada 
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Business 


CONDITIONS 


Manufacturers have been optimistic since the first quarter 
of 1996, according to Statistics Canada’s June 1997 Business 
Conditions Survey. On a four-quarter moving average basis, 
both large and small manufactures expect to increase 
production in the next three months. Overall, small man- 
ufacturers tend to be more optimistic about their production 
capacities than large manufacturers (see Chart S). 

About 10 per cent of small manufacturers intend to increase 


Chart 5: Manufacturers Confidence 


Balance of Opinion on Production 


Source: Business Conditions Survey, Statistics Canada 


employment in the third quarter of 1997, compared to only 

3 per cent of large manufacturers who plan to add to their 
employment. The June 1997 Survey also reports that working 
capital concerns are a low priority for both large and small 
manufacturers, i.e., only 8 per cent of small manufacturers are 
reporting problems with working capital, as compared to the 
situation in 1994 when over 15 per cent had this concern (see 
Chart 6). 


Chart'6: Working Capital Difficulties 


Small and Large Manufacturers 


Source: Business Conditions Survey, Statistics Canada 
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Self- 
EMPLOYMENT 


The number of self-employed workers (defined by Statistics 
Canada’s seasonally adjusted Labour Force Information 
Cat. # 71-001) reached 2,525,400 by the end of the second 
quarter of 1997, an increase of 262,400, or 12 per cent, from 
the second quarter of 1996. 

Self-employment growth accounted for 46 per cent all net 
new jobs from the second quarter of 1996 to the second quarter 
of 1997 

In 1995-96, self-employment grew by only 116,000 or 
5.4 per cent. Self-employment comprised 29 per cent of total job 
creation in that period. It is evident that self-employment is 
becoming an important component of the economy 

A recent study by Ekos and Associates (1997) traces the inci- 
dence and profile of the self-employed in the 1985-1995 period. 
The study indicates that entry into self-employment was fairly 
insensitive to business conditions in this period, The incidence of 
self-employment was higher among married men and increased 


Business 


LOANS 


The Bank of Canada reports that chartered bank loans to SMEs 
reached almost $50 billion in the first quarter of 1997, up 
slightly from year ago levels. The largest increase was in the 
medium-sized business loan category i.e., from $500,000 to $5 
million authorized credit limit. The volume of smaller loans on 
the other hand (less than $500,000 authorized credit limit) did 
not keep pace (see Chart 7). 


Chart 7: Chartered Bank Loans to Business 


Size of Authorized Loan (current $) | 


Source: Bank of Canada 
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with age. The educational composition of the self-employed 
was found to be fairly similar with that of paid employees. 
Though the self-employed earn about two-thirds of what paid 
employees earn, the gap between the two has narrowed since 
1985. Furthermore, the income disparity between males and 


females is less among self-employed than among paid workers. 


With respect to hours worked the study indicated that self- 
employed are more likely to work on a part-time basis than 
paid workers; they are also three times as likely to work more 


than SO hours a week 


Business 


BANKRUPTCIES 


Chart 8: Business Bankruptcies & Liabilities 
2nd Quarter 1991 - 


2nd Quarter 1997 


Source: Office of the Superintendent of Bankruptcy, Industry Canada 
24 
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The number of business 
bankruptcies in the second 
quarter of 1997 was down by 
almost 3 per cent from first 
quarter of 1997. Business 
bankruptcies have been on a 
slightly downward trend 
since the second quarter of 
1996 (see Chart 8). 

The industry showing the 
biggest improvement is real 
estate and insurance agencies, 
which experienced a 43 per 
cent drop in the number of 
bankruptcies and an impres- 
sive 81 per cent drop in the 
value of the liabilities associ- 
ated with these bankruptcies. 
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The retail trade, business ser- 
vices and construction indus- 
tries were next in showing 
improvement, with decreases 
of 22 per cent, 21 per cent 
and 13 per cent, respectively. 
The only industries reporting 
increased number of bank- 
Tuptcies were logging & 
forestry (94 per cent increase), 
and transportation & storage 
with a 30 per cent increase. 

At the provincial level, the 
most significant improve- 
ments occurred in Alberta -- 
32 per cent decrease -- and in 
Quebec -- 21 per cent 
decrease. 


SME 


EXPORTS 


SMEs exported $21 billion 
worth of goods and services in 
1995, accounting for 8.5 per 
cent of total Canadian 
exports. However, SMEs 
output is also often indirectly 
exported as components of, 
or support services in, the 
exports of larger companies 
86,000 SMEs were engaged 
in trade in export markets, 
nearly 97 per cent of the total 
number of exporters in 
Canada. These opportunity- 
taking exporters often pursue 
a niche-filling role in the 
international market place. 
The top SME export indus- 
tries are illustrated in Chart 9 
The largest single category is 
the miscellaneous industry 
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sector (j.e., companies which 
produce a wide variety of 
goods and services), with 

$1.6 billion in export volume. 
This volume accounts for 15 
per cent of total miscellaneous 
exports. 

In general, SME exporters 
account for only a small frac- 
tion of the exports in any 
given industry (e.g., 1.2 per 
cent of transport equipment 
exports). One exception is the 
wholesale food, drug and 


Chart 9: Top SME Export Industries 
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(31 per cent) and plastic prod- 
ucts (30 per cent). 
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APEC SME WEEK 

The acronym for Asia Pacific Economic 
Cooperation (APEC) has taken on a new 
meaning following comments from an. 
Australian delegate who summed up the 
week-long series of events last month as 
“Another perfect event by Canada”. APEC 
SME Week was an excellent example of pub- 
lic-private sector collaboration. The 
Ministerial meeting, chaired by Canada’s 
Minister of Industry John Manley, resulted 
in a framework of activities designed to ben- 
efit small businesses. The Business Forum 
attracted over 1000 delegates, more than 
doubling the goal. Of these, over 350 dele- 
gates were from outside Canada, primarily 
from Asia, The exposition sold out. More 
than 190 booths were set up, showcasing 
some of the most innovative businesses 
throughout APEC economies. A series of 
highly constructive meetings involving 
young entrepreneurs, the Women Leaders’ 
Network and APEC business associations, as 
well as site visits for visiting delegates, 
helped round out the week. As Minister 
Manley noted, “The results have exceeded 
our highest expectations.” 


MENTS 


SME WEEK 

SME week, October 20-24, is an opportune 
time to check out some of the Industry 
Canada information products found on 
Strategis that are designed to assist SMEs. 
Steps to Growth Capital provides step-by-step 
help to entrepreneurs looking for risk capi- 
tal to grow their businesses. Sources of 
Financing allows SMEs to access information 
on traditional and alternative sources of 
financing. Contact! provides a catalogue of 
educational information, management 
tools, and a directory of organizations to 
SMEs searching for advice. Finally, Steps to 
Competitiveness provides a unique self- 
assessment tool to help entrepreneurs 
evaluate their firm’s performance and 
identify areas of concern. 


ISBC 1999 

Watch this space. Canada will be hosting 
the International Small Business Council 
Congress in 1999 in Toronto. Details 
will follow in future issues of the 

Small Business Quarterly. 


For details, visit our website at: 
http://strategis.ic.gc.ca/contact 
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Recent Developments 


Canadii 


D quarter of 1997, ‘over | 


430,000 net new jobs were — 
added to company payrolls. 


This represents a more 
rapid rate of job creation 
than that of the same 
period in 1995-96 when 
146,000 net new jobs were 
added. Small and medium- 
sized enterprises (SMEs) 
accounted for almost 70% 
of this increase. 


16, 008. In comparison, a 
small increase was 
registered in 1995-96. The 
largest increases continued 
to be registered in Western 
Canada. 


e Large firm profit margins 
have been relatively stable 
over the past 18 months 
(fluctuating between 6.8% 
and 7.7%), while medium- 
sized firm profit margins 


medium sued and large 


manufacturers intended to 


increase employment in 


the fourth quarter of 1997, 


compared to 7% of small 
manufacturers. 


e Chartered bank loans to 
SMEs reached a record 
$54 billion in the third 
quarter of 1997. 


e The percentage of self- 
employed workers in 


avemped 2.4%, but in the - 


90s, annual increases have 
averaged 3.3%. 


There were 2,810 bank- 
ruptcies reported in the 
third quarter of 1997 
compared with 3,228 in 
the second quarter of 1997 
and 3,941 in the first 
quarter of 1996. 


ob 
CREATION 


Chart 1: Change in Payroll Employment in Chart 2: Payroll Employment in Canada 


Canada by Firm Size, All Industries 


by Firm Size, All Industries 


Source: Survey of Employment, Payroll and Hours, Statistics Canada 
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Between the third quarter of 1996 and the third quarter of 
1997, over 430,000 net new jobs were added to company 
payrolls. This represents a more rapid rate of job creation than 
during the same period in 1995-96 when 146,000 net new jobs 
were added. SMEs accounted for almost 70% of this increase. 


174,000. Larger employers (with establishments of over 300 
employees) added 132,000 employees. Job creation figures by 
firm size are illustrated in Chart 2. 


The largest number of new jobs in the third quarter of 1997 
were added in the services sector (39%), followed by trade 
(26%) and manufacturing (15%). In the services sector, SMEs 
accounted for the largest increase in job growth (69.5%), with 
large firms accounting for the balance. In the trade sector, SMEs 
have rebounded and now account for the majority of 
employment growth in this sector. 


Chart 1 illustrates the quarter-by-quarter variation in payroll 
employment by size of firm. 


Small employers (those with establishments of fewer than 50 
employees) created over 130,000 of the net new jobs, while 
medium-sized firms increased their payroll employment by over 


EIN ST ROEsPA RE NEE UUR’S BEL PSeAIN) DiseSeMrArL Ly B: UPSsNGEsS: S) sOlE FliG E 


Net Employer 


“BUSINESSES 


Chart 3: Business Growth Trends 


Chart 4: Employer Business Growth 
Canada, 1991-97 


gister, Statistics Canada 


by Region, 1995-97 


Source: Business Register, Statistics Canada 
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_ Growth in the number of employer businesses in Canada example, enjoyed the largest increase of 6.3%, or 6,461 

_has continued its strong upward trend. The number of busi- businesses, from the third quarter of 1995 to the third quarter 
nesses is up by 16,008 from the third quarter of 1996 to the of 1997, while Newfoundland had a decrease of 6.4%, or 1,275 
third quarter of 1997 (see Chart 3). This compares to the very businesses, over the same period. Ontario and Quebec have 
marginal growth in registered businesses over the same period shown no significant change, while Atlantic Canada continued 
from 1995-96. to experience decreases in the number of businesses over the 


past two years. Table 1 lists the number of employer businesses, 


Growth in the number of employer businesses continues at by province and territory, from the first quarter of 1992. 


an uneven rate across Canada (see Chart 4). Alberta, for 


Table 1 : Number of Employer Businesses by Quarter, 1992-97 


Source: Business Register, Statistics Canada 


Canada Nfld. PEL N.S. N.B. Que. Ont. Man. Sask. Alta. B.C. YT. NWT 
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Q3 927,601 20,039 6,437 ZS SIL 25,593 228,100 300,744 32,038 oD) SOM OZ So 41482 eS OOm 77/3 
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Business 


PERFORMANCE 


Large firm profit margins have been relatively stable over the 
past 18 months, fluctuating between 6.8% and 7.7%, and up 
significantly from the 1991-93 recession period. Profit margins 
for medium-sized firms have been fluctuating between 5.8% 
and 7.6% (see Chart 5). 


Business 


CONDITIONS 


Manufacturers have shown increasing optimism over the last 
two years, according to Statistics Canada’s October 1997 
Business Conditions Survey. On a four-quarter moving average 
basis, both large and small manufacturers expected to increase 
production in the next three months. Overall, medium-sized 
and large manufacturers tended to be more optimistic about 
their production capacities than small manufacturers 
(see Chart 6). 


Chart 6: Manufacturer Confidence 


Balance of Opinion on Production 


Source: Business Conditions Survey, Statistics Canada 
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Chart 5: Business Performance Trends 


(Total non-financial industries) 


Source: Statistics Canada 
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— Medium-sized Firms ($5 million to $25 million in revenue) 
== Large Firms (over $25 million in revenue) 


Approximately 18% of medium-sized and large 
manufacturers intended to increase employment in the fourth 
quarter of 1997, compared to 7% of small manufacturers. The 
October 1997 survey also reported that working capital 
concerns continued to be a low priority for small, medium-sized 
and large firms, i.e., only 9% of small manufacturers and 1% of 
medium-sized and large firms, reported problems with working 
capital (see Chart 7). 


Chart 7: Working Capital Difficulties 


Small, Medium-sized and Large Manufacturers 


Source: Business Conditions Survey, Statistics Canada 
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Business 


LOANS 


The Bank of Canada reported that chartered bank loans to 
SMEs reached a record $54 billion in the third quarter of 1997; 
this represents an increase of approximately 9% from levels of a 
_year ago. The largest increase was in the medium-sized loan 
category (see Chart 8), which increased by about $3 billion over 
a one-year period (i.e., from about $27 billion in the third 
quarter of 1996 to nearly $30 billion in the third quarter of 
1997). The increase in small-sized loans to business over the 
same period totalled $2.423 billion (see Chart 9). 


averaging 3.3%; currently, 17% of all Canadian workers are self- 
employed, up from 14% in 1989. (Growth in paid employment, 
on the other hand, averaged 1.9% in the 80s and 0.2% 

in the 90s.) 


| 2 4%, but has since picked up in the 90s, with annual i increases 


| Despite the fact that self-employed workers have a longer 

work week than employees (41.8 hours vs. 36.1 hours per week) 

__and have slightly lower-than-average earnings, self-employment 
still represents the preferred form of work for these individuals. 
In 1995, only 12% of self-employed workers indicated that this 

_ option was chosen due to a lack of other forms of work. 


Business 


BANKRUPTCIES 


There were 2,810 bankruptcies reported in the third quarter 
of 1997 compared to 3,228 bankruptcies in the second quarter 
of 1997 and down significantly from the 3,941 business 
bankruptcies in the first quarter of 1996, when they were at 
their highest level in six years (see Chart 10). 


The industry showing the biggest improvement (from third- 
quarter 1996 to third-quarter 1997) was the fishing and 
trapping industry (49% drop in number of bankruptcies). The 
real estate operations, finance and insurance, and business 
service industries were next, showing decreases of 42%, 27% 
and 22%, respectively. Several industries reported an increased 
number of bankruptcies, i.e., logging and forestry (53%), and 
transportation and storage (19%). 
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Chart 8: Chartered Bank Medium-sized 


Loans to Business* 
Size of Authorized Loan (current $) 


Source: Bank of Canada 
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Chart 9: Chartered Bank Small-sized 


Loans to Business* 


Size of Authorized Loan (current $) 


Source: Bank of Canada 
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_Chart 10: Business Bankruptcies & Liabilities 


Ist Quarter 1991 - 3rd Quarter 1997 


Source: Office of the Superintendent of Bankruptcy, Industry Canada 
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Economic 


SNAPSHOT 


Macroeconomic Indicators 


Surging domestic demand... 


The unemployment rate .. 


Inflation ... 


Consumer confidence... 


Business confidence ... 


The Canadian dollar... 


Short-term rates... 


A sharp increase in domestic 
demand boosted real GDP by 
4.1% (annual rate) in the third 
quarter of 1997, marking the 
economy's fifth consecutive 
quarter of strong growth. Despite 
this sustained period of solid 
growth, inflation remains 
subdued. Final domestic demand 
rose 5.9% in the third quarter, 
supported by a large increase in 
consumer spending and sharply 
higher investment in plants and 
equipment. 


declined to 8.6% in December, 
the lowest rate since September 
1990. 


remains firmly under control. 
Year-over-year consumer price 
index inflation was 0.9% in 
November, the lowest rate in 
almost three years. 


rose to its highest level in nine 
years in the third quarter. The 
Conference Board of Canada 
reported that improving 
employment prospects and low 
interest rates are fuelling the 
surge in confidence. 


remained near its record high in 
the third quarter, according to a 
survey by the Conference Board 
of Canada. More than two-thirds 
of firms believe their financial 
situations will improve over the 
next six months. 


has weakened considerably over 
the past few months, trading at 
record lows. The dollar’s 
weakness stems in part from 
volatility in global stock markets, 
which has prompted a flight to 
safe-haven currencies such as the 
USS. dollar. 


The Bank of Canada has raised 
its bank rate by a total of 125 
basis points since June 26, 
triggering similar increases in the 
prime rates. 
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Capacity utilization ... 


Housing affordability ... 


The outlook for housing... 


Economic Outlook 


The economy ... 


International organizations . . 


rose 0.7 percentage points in the 
third quarter, propelled by high 
foreign demand and strong 
spending by businesses and 
consumers. 


is at all-time high, making 
ownership an option for more 
renters. 


remains very good for 1998. 
According to the Canada 
Mortgage and Housing 
Corporation, housing starts are 
expected to increase a robust 
9.3% over the coming year, as a 
result of strong job creation and 
low mortgage rates. 


is expected to grow briskly this 
year. The consensus of private- 
sector forecasts calls for growth 
of 3.4% in 1998 and 3.0% in 
1999) 


.also predict strong growth. The 


International Monetary Fund 
predicts that Canada will lead 
the G7 countries with growth of 
3.2% in 1998, while the 
Organisation for Economic Co- 
operation and Development 
(OECD) forecasts growth for 
Canada of 3.5% this year. The 
OECD economies are expected 
to grow at an average of 2.9% in 
1998. 


Text provided by the Micro-Economic Policy Analysis Branch, 
Industry Canada. For more detailed information on the 
economy, visit the Strategis website at: 


http://strategis.ic.gc.ca/sc_ecnmy/engdoc/homepage.html 


(English) 


http://strategis.ic.gc.ca/sc_ecnmy/frndoc/homepage.html 


(French) 
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SUPPLEMENT 


Relative to the United States, the federal corporate tax 
system in Canada is quite attractive for small business. The 
small business deduction reduces the income tax rate from 
29.12% to 13.12% on the first $200,000 of taxable income. The 
United States provides reduced tax rates for small business over 


Small Business Federal 


Corporate Tax Rates 


Source: Corporate Taxes a Worldwide Summary, 
Department of Finance and Price Waterhouse 


-a much smaller range; full rates apply to incomes over about 
$107,000 in Canadian dollars. While provinces also provide 
reduced rates of tax for small business, provincial taxes in 
Canada are, on average, somewhat higher than rates in 
American states, about 7% for provinces versus about 5% for 
states. Overall, there is a significant tax rate advantage for 0-71 


i 
i 


Canadian small businesses at most income levels. 


Small businesses in Canada also benefit from other federal 
tax measures, including the following items. 


Capital Gains Taxation: Only 75% of capital gains are 
subject to tax and the first $500,000 of capital gains on the 


Federal Tax Rate (%) 1998 
Ww 
ro) 


71-107 107-143 143-200 200-47. 
Taxable Income (000s Cdn$) 


WB Canada 


disposition of qualified small business shares by individuals are 


gains.) 


| 


The “New Economy” is 
a term that has become 
synonymous with small, 
entrepreneurial companies 
with high growth rates. But 
_what do we know about these 
companies? To what do they 
attribute their success? What 
obstacles, if any, do they see 
to their growth in the future? 


In December 1997, the 
Business Development Bank 
of Canada (BDC) released a 
survey entitled Beyond their 
Small Businesses: Insight into 
Canada’s New Economy Leaders. 
The entrepreneurs interviewed 
for the survey all manage 
innovative, knowledge-based 
or high-growth companies, 
many of which are exporting. 
They all have less than 150 
employees. 


exempt from income tax. In addition, capital losses arising from 
the disposition by an investor of shares and debts of qualified 
small business corporations may be used to reduce any income 
of the investor. (Other capital losses may only offset capital 


Scientific Research and Experimental Development Tax 
Credits: Canadian-controlled private corporations (small 

| businesses) with less than $200,000 of taxable income can 
receive a refundable tax credit on their qualifying expenditures 
on scientific research and experimental development (SR&ED). 


LJ United States 


Provincial and state taxes also apply. On average, provincial corporate tax rates 
are about 7% for small business and state rates are effectively about 5%. 
Assumes an exchange rate of $1 Cdn = $0.70 U.S. 


Canadian rate of 29.12 reduces to 22.12 for manufacturing and processing activities. 


The tax credit rate for eligible expenditures incurred by these 
corporations is 35%. Other Canadian corporations (large 
businesses) earn non-refundable tax credits on eligible SR&ED 
expenditures at the rate of 20%. 


Labour-Sponsored Venture Capital Corporations (LSVCCs): 


Branch, Industry Canada. 


(Text provided by the Business Development Bank of Canada) 


were customer service 
(21%), the quality of 
products and services 
(20%) and the leaders’ 
passion for their work 
(19%). 


e More than half (54%) of 
the respondents indicated 
that their company had 
some exports, which 
accounted for nearly a 
quarter of their sales on 
average. The value of 
exports relative to total 
sales varies according to 
the size of the company, 
with higher percentages 
of exports being reported 
by companies with a 
greater number of 
employees and with higher 
sales and profits. 


The survey, which partly 
focussed on the performance 
of the companies, found that 
most of them have existed for 
less than 10 years, typically 
have four executives and 
about 40 employees and, on 
average, generate annual sales 
of $1 million to $5 million. 
Other interesting facts from 
the survey include the 
following: 


e The small New Economy 
businesses surveyed have 
an average of eight more 
full-time employees than 
they had a year ago. When 
asked about the success of 
their company, the factor 
mentioned most often 
(28%) was the quality and 
competence of their 
employees. Other factors 
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: 


Investors in LSVCCs receive a 15% federal tax credit, as well as a 
matching provincial credit in many cases. LSVCCs pool funds 
of individuals to invest in a portfolio of small businesses. 


Text provided by the Micro-Economic Policy Analysis 


Business Development Bank of Canada Survey of Small Business 
Leaders in the New Economy: Business as a Lifestyle 


e Seventeen percent of 
respondents said they do 
not expect any major 
obstacles to develop in 
their company in the near 
future. For 18% of 
respondents, the main 
foreseen constraint related 
to financing, while 15% 
saw potential problems 
related to the availability 
and quality of human 
resources. Only 12% said 
they saw competition as a 
threat. 


e Nearly 64% of the 
companies surveyed use 
the Internet. Of those 
leaders whose companies 
have Internet access, 74% 
use it themselves. Over one 
third have a portable 
computer and nearly half 


Aboriginal people, at 24 percent, was high above the Canadian rate of 
10.1 percent. Nonetheless, the labour force participation rates, which in 
1996 were roughly 90 percent of the Canadian participation rate of 65.5 per- 


cent, suggest strong interest among Aboriginal people in finding work. 


(continued from page 1) Notwithstanding the relatively small number of businesses, the Aboriginal 


increased by 63 percent while the Canadian population business sector provides a high proportion of the jobs for Aboriginal people 
increased by only 17 percent. and also employs other Canadians. The 1996 Aboriginal Business Survey 


(ABS) conducted for Industry Canada by Statistics Canada illustrated 
The business community reflects the location of 


remarkable similarities between Aboriginal and average Canadian busi- 
population. Chart 1 shows the urban/rural split for 


nesses on a number of factors, including employment structure. For 
Aboriginal businesses in Canada and the provinces and | 


instance, 46 percent of Aboriginal businesses hire additional full-time, 
territories. Two out of every three Aboriginal firms are 


permanent workers, as compared with 40 percent of Canadian businesses. 
west of Ontario, and more than 50 percent are located 


Based on the average employment structure for Aboriginal firms as sug- 
in urban areas. 


gested by the ABS, the formation of 12 710 additional Aboriginal businesses — 


Despite the fast growth, the proportion of Aboriginal since 1981 could have generated 48 500 jobs for Aboriginal people and 


adults who are business owners must increase even 18 000 jobs for other Canadians. 


more rapidly to approach the Canadian average. Cur- 


Aboriginal people living in rural and remote communities experience 
rently 3.9 percent of all Aboriginal adults (age 15 and 


: difficulties because of their geographic distance from markets and many 
over) own a business versus the Canadian average 


services. These difficulties are being mitigated through the use of technolo- 
of 7.9 percent. As well, gaps in the overall Aboriginal 


} gies which are reducing the costs of doing business from afar. The Internet, 
labour market exist. The 1996 unemployment rate for 


for example, is becoming a key tool in overcoming distance barriers and 


for accessing business information and contacts, allowing the fuller partici- 


Chart 1: Aboriginal Businesses in Canada pation of Aboriginal people in the knowledge-based economy and society. 
5000 


However, only 6 percent of Aboriginal businesses are currently connected 


Rural 


vies to the Internet, compared to about 31 percent of the general business 
4000 


community. 


3000 


When surveyed for the ABS, top Aboriginal entrepreneurs identified their 


priorities for success in business as improving their: 


2000 


¢ management skills (89 percent) 


* productivity (88 percent) 


Number of Aboriginal Businesses 


1000 


e innovation (76 percent) 


e financing (74 percent) 


¢ employee training (67 percent) and 


) _—_— | | = 


YT. N.W.T. B.C. Alta. Sask. Man. Ont. Que, Adlantic * expansion of markets (67 percent). 


Province, Territory or Region 
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Productivity improvement and innovation efforts trans- 


ate directly into success in Aboriginal firms. The ABS 
showed that 50 percent of the more successful 
Aboriginal businesses' have introduced new products or 
services in the last three years, compared to a third 

of all Aboriginal businesses. New processes have been 


introduced by 44 percent of these successful companies. 


While innovation is producing success, Aboriginal firms 


The survey reported that only 35 percent of Aboriginal 
businesses had a computer, while the Canadian 
Federation of Independent Business reports that 84 per- 


cent of their members use computers. But for larger 


Aboriginal entrepreneurs are active across a wide 
Spectrum of business sectors, from primary activities 

to manufacturing and services (see Charts 2a and 2b). 
They are still most prevalent in “traditional” pursuits, 
such as fishing and trapping, farming, and the contract- 


ing trades, such as excavating and plumbing. However, 


Aboriginal entrepreneurs are also venturing into “new 
leconomy” areas that are highly knowledge-based. In 
fact, more knowledge-intensive sectors of Aboriginal 


business, such as business services, exhibited 9.2 percent 


\ 


lannual growth rates from 1981 to 1996, compared to the 


4.8 percent growth in primary industries. 
A remarkable 19 percent of Aboriginal firms identified 
themselves as exporters. A full six percent of Aboriginal 


firms have exports as the main focus of their business. 
if 


‘Aboriginal exports are from all sectors of the economy, 
including transportation, retail goods, services and pri- 
mary goods. A limited survey of Aboriginal high knowl- 


ledge firms by the Trent Aboriginal Education Council at 


Small Business Quarterly — Summer 1998 
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‘Successful Aboriginal firms are those that were profitable in 1995, had increased 
sales from 1995 to 1996 and were expecting growing profits over the next two years. 


Chart 2a: Aboriginal Industrial Breakdown 
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Chart 2b: Canadian Industrial Breakdown 
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Trent University found that 29 percent of them were involved in exporting. 


Roughly half of Aboriginal entrepreneurs perceive that they have inadequate 
access to capital, and that includes both equity and debt financing. Equity 
financing was identified more often as a problem. This was not surprising 
given the lower income levels of Aboriginal people, who earned an average 


of $17 382 in 1995, compared to the Canadian average of $26 474. This lack of 


(continued on page 11) 
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and trade, at 20 percent. SMEs accounted for the majority of new jobs i 


J O B C r e a Lt L O 11 these high-growth sectors: 60.5 percent of new jobs in the service sector 


. , t of new jobs in manufacturi d 62 t of jobs i 
‘Bie the first quarter of 1997 and the first quarter of Sah Sees AAA Ret eet Unigciiee tte 8 DS a ieee ee 


: F tor. 
1998, a total of 380 116 net new jobs were created in the Wethges Baer 
Canadian economy. This represents a slight increase from 


the total of 333 721 posted in the previous 12-month period. 


As Chart 3 indicates, small, medium-sized and large firms N E T E M P L O : E R 
all posted net gains from the first quarter of 1997 to the first B Uu AY Z V1 C AY AY é AY 


quarter of 1998. During this period, small firms (0-49 employ- 


ees) created 56 516 net new jobs, medium-sized firms (50-299 Te number of employer businesses continued to rise, reaching 


Ba ee he Be reopen datums close to 952 000 in the last quarter of 1997 (see Chart 4), up by 


(more than 300 employees) created 162 397 net new jobs. 
23 111 between the fourth quarter of 1996 and the fourth quarter 


The service sector accounted for the largest increase in new of 1997 (see Table 1). 
jobs in the first quarter of 1998 — 38 percent of new jobs. 


This sector was followed by manufacturing, at 23 percent, 


Chart 3: Payroll Employment in Canada by Firm Size, Chart 4: Business Growth Trends, 
All Industries Canada, 1992-1997 


5500 , = — = = = 8 


5250 | : — Employer Businesses 
52 ——ee es 7 

e é E 950. % Net change 
5000 eS ee a | ! 


Large firms (300+ employees) 


4750 


4500 
F 940 __ 
4250 
1000 
3750. gg fl 
3500 


Small firms (0-49 employees) 


3250 


3000, 


Total Employment (000s) 


2750 
920 


Employer Businesses (000s) 


2500 


Net Change (000s) 


5950 Medium-sized firms (50-299 employees) 


2000 


1750 


1500 | ! | | | | | | | | | | 


1Q95 2Q95 3Q95 4Q95 


1Q96 2Q96 3Q96 4Q96 1Q97 2Q97 3Q97 4Q97 1Q98 


3Q93 1Q94 3Q95 1Q96 3Q96 1Q97 3Q97 


Source: Business Register, Staustics Canada 


Source: Survey of Employment, Payroll and Hours, Statistics Canada 
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Table 1: Number of Employer Businesses by Quarter, 1993-1997 


Canada | Nfld. PETS) NS: N.B. Que. Ont. : Sask. Alta. BiG; 


93 quarterly 

average 911 141 | 21025| 6439 | 28 863] 24 863 | 224 260 | 300 729 36 784 | 96555 | 134 341 
94 quarterly 
average 924 584} 20647| 6618 | 29 434) 25512] 226729] 301 938 36 658 | 99 871 139103 


1995 Ol 928 667 | 20546) 6536 | 29 627) 25.668 | 227 745 | 301 670 36 066 | 101 403} 140 661 

Q2 | 928 422| 20397) 6472 | 29519) 25640} 227945] 301 188 35 857 | 101 902) 141 088 

Q3 | 927 601} 20039} 6 437 | 29351} 25593} 228100| 300 744 35.750 | 102 189%) 141 482 | 

Q4 | 928726] 19911} 6456 | 29280) 25578] 228614| 300 564 35 803 | 102 470} 141 738 
926 648 | 19692} 6480 | 29077| 25466] 228168) 299 552 35 752 | 102526] 141 676 
Q2| 924 893} 19370} 6446 | 28815) 25311] 227505| 298 670 35 648 | 102 942] 141 929 
O3N 2512 1G 9) 095 6399 | 281650 2522318 227,194 || 298'436 35 625 | 103 708} 142 430 
Q4 | 928 807 | 18935] 6412 | 28614) 25251) 227725 | 299 274 35 841 | 104710) 143 229 
935 944| 18 863} 6420 | 28655) 25292] 228619] 301 520 36 140 | 106 273| 144 738 
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Source: Business Register, Statistics Canada 


|As illustrated in Chart 5, growth in the number of 


‘employer businesses continued to follow geographical 
trends. Once again, Alberta enjoyed the biggest in- Chart 5: Net Change in Number of Employer 


crease: 7.7 percent or 7857 additional businesses from Businesses by Region, 199 oak 997 


Canada 


the fourth quarter of 1995 to the fourth quarter of 1997. 
Nfld. 
Over the same period Newfoundland was the only 


| province or territory to post a net reduction in em- 
ployer businesses (5.1 percent or 1018 businesses), while 


| Nova Scotia’s employer business growth was flat. 
| 


Percent Change 


Source: Business Register, Statistics Canada 
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BUSINESS 
Profitability 
Dy eicin sires firms ($5 million to $25 million in 


revenue) have posted higher profit margins than large 
firms since the first quarter of 1997. During this period, 
the profit margin was between 7.7 percent and 8.4 percent 
for medium-sized firms. As illustrated in Chart 6, profit 
margins for medium-sized enterprises have continued 

on an upward trend since the second quarter of 1996. 
Meanwhile, the profit margin for larger enterprises has 
shown consecutive, albeit minor, declines over the last 


four quarters (i.e., from 7.56 percent to 7.29 percent). 


Chart 6: Business Profitability Trends 
(total non-financial industries) 
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BUSINESS 
Conditions 


Am to Statistics Canada’s April 1998 Business Conditions 


Survey, manufacturers’ optimism remains strong. Both large and small 
manufacturers are anticipating an increase in production in the second 
quarter of 1998. However, as Chart 7 illustrates, small firms are cur- 

rently more optimistic about increases in production than are medium- 


sized and large manufacturers. 


About 27 percent of the small manufacturers expected to increase 
employment in the second quarter of 1998, and 21 percent of the 
medium-sized and large manufacturers anticipated increasing their 
total employment. The April 1998 survey also reported that problems 
with working capital are a relatively low priority for all firms, although 
somewhat more difficult for smaller companies; for example, only 

2 percent of the medium-sized and large manufacturers reported 


problems with working capital compared with 8 percent of small firms 


(see Chart 8). 
Chart 7: Manufacturers’ Optimism: 
Increases in the Next Quarter Production 
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Source: Business Conditions Survey, Statistics Canada 
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{ Chart 8: Working Capital Difficulties: 
Small and Medium-sized and Large Manufacturers 
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'USINESS Loans 


he Bank of Canada reported that chartered bank loans to SMEs reached $55.2 billion in the first quarter of 1998, an increase from 


6 billion in the same quarter of 1997. The increase was primarily attributable to small loans to businesses (see Chart 9) where borrowing 


jeased by $3.3 billion to almost $25 billion, up from approximately $21.6 billion in the first quarter of 1997. The increase in medium-sized 


hs ($0.5 million to $5 million) to businesses over the same period totalled $2.35 billion (see Chart 10). 


| 
Chart 9: Chartered Bank Small Loans* to Business Chart 10; Chartered Bank Medium-sized Loans* to Business 
| (size of authorized loan (current dollars)) (size of authorized loan (current dollars) 
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Data as of July 22, 1998 


Real GDP... increased by 3.7 percent (annual rate) in 
the first quarter of 1998, the seventh consecutive quarter of 
strong growth. Growth was led by a sharp increase in net 

: ABRs F ; 
exports, which resulted in a significant reduction of Canada’s 
deficit on the current account. Higher investment in non- 
residential construction and increased consumer spending 
also contributed to output growth. 


The economy... is expected to grow briskly this year 
because of increased consumer demand and strong invest- 
ment. The consensus of private sector forecasts calls for 
growth of 3.3 percent in 1998 and 2.8 percent in 1999. 


International organizations... also pre- 
dict strong growth. The International Monetary Fund (IMF) 
predicts that Canada will lead the G-7 countries with growth 
of 3.2 percent in 1998. According to the Organisation for 
Economic Co-operation and Development (OECD), Canada’s 
economy is expected to experience the fastest growth of all 
G-7 countries over the next two years, with 3.3 percent 
growth in 1998 and 3 percent in 1999. 


The unemployment rate... was 8.4 percent in 
June, holding steady at its lowest rate since August 1990. 


Inflation...was 1 percent in June, excluding food and 
energy. This was at the bottom half of the 1 to 3 percent 
target range set jointly by the Bank of Canada and the 
Minister of Finance. 


The Canadian dollar... fell toa record low 
in July because of the deterioration of economic conditions 
in Asia. Q 


Short-term interest rates... have edged up 
slightly since the beginning of the year, but long-term interest 
rates are down. 


Consumer confidence... was higher in the first 
quarter, as households were considerably more optimistic 
about the potential for job creation over the next six months. 


The business conditions survey... 
shows that manufacturers expect production and employment 
to increase slightly in the second quarter of 1998. 


Capacity utilization... rose by 0.3 percent to 
86 percent in the first quarter, its ninth consecutive quarterly 
increase. 5 


The outlook for housing... remains very 
good for 1998. According to the Canadian Mortgage and 
Housing Corporation (CMHC), strong demand for housing 
propelled by employment gains, continued low mortgage 

rates and improved consumer confidence will lead to increased 
residential construction in major centres for a third consecu- 
tive year. 


The federal budget... was in balance for 
the last fiscal year (1997-98), the first time since 1969-70. 
A balanced budget will also be achieved this year and next. 


SELF-Employment 


aa. number of self-employed workers (defined by Statistics 


Canada’s seasonally adjusted Labour Force Information — Catalogue 
# 71-001) reached 2 461 600 at the end of the first quarter of 1998, 


representing about 17.4 percent of the employed labour force. 


British Columbia leads the growth in self-employment, having experi- 
enced a 66 percent increase in the number of self-employed workers 
since 1989, followed by Alberta at 46 percent and Ontario at 44 percent 


(see Chart 11). 


At the end of 1997, 1 615 500 or 65 percent of the total self-employed 
work force were male. It is worth noting, however, that the female 
share of the self-employed has been increasing at a steady pace since 
1989 (at which time women constituted 560 500 or 31 percent of the 
self-employed — see Chart 12). There are now 846 100 self-employed 


women; 35 percent of the total self-employed population. 


Chart 11: Percentage Increase in Self-employed People by Province, 
Annual Averages from 1989 to 1997 
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Chart 12: Number of Self-employed People by Gender, 
00s) Annual Averages from 1989 to 1997 
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Source: Labour Force Survey, Statistics Canada 
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BUSINESS 
Bankruptcies 


| 
wi... were 2886 bankruptcies reported in the first 
quarter of 1998 compared with 3321 in the first quarter of 
! 1997, representing a 13 percent decrease. This is in accord 
with broader trends in business bankruptcies, which 
have been declining since the first quarter of 1996, as 


, illustrated in Chart 13. 


The transportation and storage industries showed the 
| biggest improvement, registering a 32 percent drop in the 
| number of bankruptcies for the one-year period from 


i] 


| March 1997 to March 1998. This was followed by the 
\ 


14 percent, respectively. By way of contrast to overall 

| trends, several industries reported an increase in bank- 

| ruptcies including educational services industries (45 per- 
cent), agriculture and related service industries (14 per- 
cent), and communications and other utility industries 


(9 percent). 
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Chart 13: Business Bankruptcies and Liabilities, 
Ist Quarter 1992—-1st Quarter 1998 
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RECENT Jax 
Developments 


Provincial small business tax rates 


aa. 1998 round of provincial and territorial budgets is now com- 
plete. Several of these budgets announced changes in the corporate tax 
rates that apply to the first $200 000 of active business income of 


Canadian-controlled private corporations (CCPCs), as follows: 


British Columbia announced that the small business rate for CCPCs 
will be reduced to 8.5 percent from 9 percent, effective January 1, 1999. 


The rate will be further reduced to 8 percent on January 1, 2000. 


The Ontario budget also announced phased decreases in the tax 

rates that apply to CCPCs. Effective May 5, 1998, the rate will fall from 
9.5 percent to 9 percent, and further to 8.5 percent on January 1, 1999. 
The rate will then decrease by 0.5 percent annually, attaining 4.75 per- 


cent in 2006. 


Quebec has proposed to eliminate the small business tax rate of 
5.75 percent for CCPCs effective July 1, 1999. All corporations will then 
be subject to a single rate of 9.15 percent (with surtax) including the first 


$200 000 of active business income. The 16.25 percent rate that applies to 


passive income will remain in place along with the five- 


year tax holiday on the first $200 000 of the active business 


income of new corporations. 


In addition, the owners of unincorporated small businesses 
may also benefit from the reductions in personal tax rates 


that were also announced in most provincial budgets. 
Tax relief for Year 2000 costs 


On June 11, 1998, the federal government announced tax 
relief for SMEs to help address the Year 2000 computer 
compliance problem. The measure will provide an acceler- 
ated capital cost allowance (CCA) deduction of up to 

$50 000 for computer hardware and software acquired by 
SMEs between January 1, 1998, and June 30, 1999, to 
replace equipment that is not Year 2000 compliant. 
Additional information on this measure is contained in the 
Government of Canada News Release No. 98-057, dated 
June 11, 1998, available at the Department of Finance Web 
site (http://www.fin.gc.ca) or by contacting the Distribution 
Centre in Ottawa by telephone (613) 995-2855 or facsimile 
(613) 996-0518. This news release also contains background 


information on the tax treatment of Year 2000 expenditures. 


RECENT Developments 


NEW PUBLICATION: Small Business Guide to Federal Incorporation 

On February 28, 1998, the Corporations Directorate launched its Small Business Guide to Federal Incorporation. The guide, designed in 
consultation with the private sector, helps small business organizers to incorporate and operate in compliance with the key provisions 
of the Canada Business Corporations Act (CBCA) with minimal professional advice. It will help them maintain the appropriate records, 
thus reducing costs, and ensure that they have ready access to information about their rights and obligations under the law. The guide 
is an important tool to making CBCA incorporation more accessible to small and medium-sized businesses and is available on the 
Strategis Web site at: http://strategis.ic.gc.ca/corporations. A limited number of printed copies are also available from the Corporations 
Directorate Information and Publications Unit at (613) 941-9042 as well as Industry Canada Regional Offices and Canadian Business 


Service Centres (CBSCs). 
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(continued from page 3) 


personal resources and of collateral combined with 

; not having financial institutions in many Aboriginal 

) communities, presents key barriers to accessing capital. 
) Aboriginal entrepreneurs identified their principal 


source of debt capital as banks and trust companies 


| (47 percent), as well as Aboriginal development 
corporations (24 percent) and the federal government 


(15 percent). 


Education is becoming increasingly important as a 


determinant of business success, especially in emerging 


‘areas of the knowledge economy. Aboriginal people are 


making gains in educational attainment, with more in 
the 20-29 age group earning post-secondary degrees 
‘or diplomas. The proportion studying engineering 
and science, mathematics and commerce has also 
risen. Aboriginal youth are migrating towards edu- 
‘cation geared to the “new economy.” While the 


Aboriginal youth are improving their educational lev- 


44.7 percent of Aboriginal students enrolled in higher 
educational institutions are 25 years of age or over, 


| compared with 14.3 percent for the general population. 


The creation of viable business opportunities will be 

| essential for the future prosperity of Aboriginal people 
and for improving employment prospects. Aboriginal 
‘entrepreneurs under 30 years of age make up almost 


19 percent of all Aboriginal self-employed people, with 
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els, Aboriginal adults are improving their competencies: 


10 percent of all Canadian entrepreneurs in this age group. This shows 


a real entrepreneurial spirit among Aboriginal youth. 


The ABS also showed that Aboriginal business owners identify the primary 
objectives of their business as stability, profitability and employment of self 
and family. These objectives were attractive to about three-quarters of 
Aboriginal business owners. By comparison, just over half of business 
owners stated that service to the community was a primary goal. While 
personal lifestyles and family factors come into play, these results suggest a 


practical and bottom-line approach is often applied in Aboriginal business. 


Overall, Aboriginal business has grown immensely over the past 15 years. 
There are a number of reasons to be optimistic about future growth and 
while there are differences, new research is illustrating a wide range of 
areas where Aboriginal business owners and Canadian business owners 


share many of the same characteristics and opportunities for the future. 


For additional information on Aboriginal business, you may wish to consult two 
additional sources produced by Industry Canada. The Microeconomic Monitor is a 
quarterly publication detailing quarterly economic conditions. The first quarter report 
contains a special feature entitled “Aboriginal Entrepreneurs in Canada: Progress & 
Prospects.” Another source is “Aboriginal Businesses: Characteristics and Strategies 
for Growth,”a working paper in Industry Canada’s Research Publications Program. 
Both of these Industry Canada sources can be obtained via the Industry Canada 


business Internet site at http://strategis.ic.gc.ca 
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INTERNATIONAL 
Small Business 


Congress Te 


re you involved with small business? Industry Canada and the Canadian 
Federation of Independent Business are partners in hosting the 26th International 
Small Business Congress (ISBC). Come to Toronto in 1999 to discuss leading-edge 
ideas and practices that will help SMEs prosper in the 21st century and: 

e discover the latest innovations in smart business practices; 


e establish valuable contacts that can lead to new business; 


¢ gain up-to-date information on small and medium-sized 
business policies; and 


e discuss the wide range of existing and potential support 
for small business. 


The ISBC is governed by the International Steering Committee. The committee 
comprises members from around the world who are committed to emphasizing 
the importance of the small business sector and the contribution that entrepre- 


neurs make to the economic and social development of nations. 


Entrepreneurs, lenders, consultants, academics, and association and government 
officials will bring their varied perspectives to workshop panels. The program will 
include 16 workshops divided into four themes that show how “Small Business is 


Smart Business.” 


e International Business Smart 

e Technology Smart 

¢ People Smart 

e Entrepreneurship Smart 

For more information, visit our Web site at http://strategis.ic.gc.ca/isbe 


or E-mail us at isbc1999@ic.gc.ca 
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PERFORMANCE SHATTERING 
Trends THE GLASS BOX 


Women Entrepreneurs and 
Almost 277 000 net new jobs were created in Canada 


vetween the second quarter of 1997 and the second quar- th e Kn OW le dge - b ase d Fe ono my 
ler of 1998, down from the same period in 1996-97 


vhen more than 314 000 net new jobs were created. 


} 


This analysis is based on 1991 and 1996 census data. It should be noted that census-based 
; self-employment figures are lower than those reported on the Labour Force Survey. 
Profit margins for large firms continued their decline in 


he second quarter of 1997; profit margins for medium- 
I, 


lized firms also declined in the second quarter, reversing ©... of the driving forces on the Canadian entrepreneurial scene 
heir upward trend. ; 
| in recent years has been the increase in the number of self-employed 


Medium-sized and large manufacturers are more opti- women. These female entrepreneurs tend to be younger, better educated 
jnistic about their economic prospects for the fourth an Rees pear Ni eo et Pa on ae : 
uarter of 1998, while the level of optimism expressed pursuing business opportunities in the knowledge-based economy 
hy small firms for the fourth quarter is on the decline. more aggressively than they have in the past. 


Aedium-sized loans ($500 000 to $5 million) did not 
‘ee much fluctuation during the second quarter of 1998; , 
however, small loans (below $500 000) to businesses employment options. According to census data, between 1991 and 1996 


leclined by 4 percent from the previous quarter. 


Essentially, more women are choosing self-employment over other 


the number of self-employed women grew 44.3 percent (as opposed to 


he number of self-employed workers rose by 16 000 in a 20.0 percent increase of self-employed men). This translated into a net 
Yctober 1998, the sixth increase in the last seven months, 
inging the total net gains since April to 116 000. As 

Beiobes foes ow Ae aE enplayed employed males during the same period). Self-employed women and 


rkers in Canada. men together numbered 2 266 600 in 1996. This growth occurred in all 


increase of 190 780 new self-employed women (versus 211 265 new self- 


esd gears of 1998 bia iealuprac provinces across Canada, particularly in Saskatchewan, Manitoba, Quebec 
- > 


down by almost 6 percent (i.e. from 2886 to 2715) Se: 

itinued on page 2 
the first quarter of 1998; the number has declined Sc Oiatatae OT ES! 
yercent when compared with the 
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Electronic Commerce: Countless Opportunities for Small Business 


These include business services (e.g. architecture, engineering, law, 
accounting), transportation, manufacturing and construction (see Chart A). 
The health and social services industry has also seen increasing numbers | 
of women participating as health practitioners (e.g. optometrists, 


doctors, dentists). 
(continued from page 1) 


The reasons why women are increasingly attracted to self-employment do 
and the Atlantic provinces where more women than : 

not differ greatly from those of men. The most common reasons given by 
men became self-employed during the 1991-1996 period. / ; ; : 

both sexes are independence and the prior existence of a family business; 
Internationally, Canada is ahead of all other OECD 

unavailability of other employment was also a common reason. However, 
(Organisation for Economic Co-operation and 

the options of more flexible schedules and working from home were rea- 
Development) countries, including the United States, ; 

sons more often put forward by women. New technologies have given 
Great Britain, Norway and Sweden, in the percentage ; ; 

women the opportunity to work from home in a number of areas includ- 
of the unincorporated self-employed work force made : 

ing knowledge-intensive services. This, combined with the fact that less 
up by women. : 

expensive computers and related technology has cut the cost of running 


Women’s entrepreneurship activities, aided by the a home-based business, has contributed to a sharp increase in the share 
opportunities presented by the knowledge-based of self-employed women working at home (up 40.9 percent between 1991 
economy, have expanded into industries in which, and 1996 for all women, while the percentage of men working at home 
traditionally, women have not heavily participated. during the same period declined by 1.0 percent). 


Immigrants account for a significant number 


of businesswomen; immigrant businesswomen 


Chart A: Self-employed Women by Industry, 1991-1996 increased by 2/0 peroent ionmtoolnen cee: . 


Average Annual Share of Self-employment keeping pace with the overall increase in 
Growth Rate (percent) 1996 (percent) | 
tiie te <_< | ow female entrepreneurs (44.3 percent over the 
Insurance agents and real estate — isa Sere 2.8 same period). . 
Business servi : : : : 2 
eras ae ee The profile of female entrepreneurs is also chang- 
Education : : ; : 4s. : , ‘ 
—r ee 7a ing. The incidence of university education among __ 
Amusement and recreation : 8.4 aT ; : 
2 businesswomen has increased 70.0 percent from 
Transportation cones GA : 1.3 
ane eee 1991 to 1996 (far exceeding the 33.9 percent 
Communication ea 5.2 : 0.6 
ite DD increase in university-educated male entrepre- 
Manufacturing ae : GG he : ; 
Ge neurs). This can partly be attributed to the 
onstruction ee IG Be) 
Accommodation and food aS Be source of much of the growth in female business 
Retail and wholesale trade 47 17.5 OWMELS Sy OCMLE WVOMMET: under the age of 30. 
herconallencdincucenold 0.8 “iN In fact, between 1991 and 1996, four out of 
Primary eS 10.6 five people under 30 who became self-employed 
Other services** jG Ss 150) were women. 


Includes utilities. 


|*+ Includes machinery and equipment rental and leasing, photographers, building services, and trayel. 


Source: 1991 and 1996 Census of Canada, Statistics Canada 


For a copy of the complete report Shattering the Glass Box, 
please contact the Micro-Economic Policy Analysis Branch, 
Industry Canada, Ottawa, at (613) 954-3487. 
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J O B G rea L LON Chart 1: Payroll Employment in Canada by Firm Size, 


iA All Industries 
Imost 277 000 net new jobs were created in say 


Canada between the second quarter of 1997 and the "ag = 
. 5250 ee at 
second quarter of 1998, representing less job creation i SS ann 


Large firms (300+ employees) 


4750 


than that of the same period in 1996-97 when more a 
than 314 000 net new jobs were created. Large firms, 4250 


3750 Sg 
3500 


Small firms (0-49 employees) 


which have been responsible for a growing share of 


job gains over the last year, accounted for 55 percent 


3250 


of total employment created in the second quarter 


‘(152 739 net new jobs). 


‘Chart 1 illustrates the quarter-by-quarter variation 
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posted net gains from the first quarter of 1997 to Source: Survey of Employment, Payroll and Hours, Statistics Canada 


| 
the second quarter of 1998. Of the new jobs created, 
53.557 (19.3 percent) originated in small firms (fewer 
than 50 employees). Medium-sized firms (between 


50 and 300 employees) increased their paid employ- Chart 2: Business Profitability Trends 
(total non-financial industries) 


ment by 70 700 jobs (25.5 percent), while large firms 


10 
(more than 300 employees) added 152 739 (55.1 per- 


cent) net new jobs. 


ioe) 


Most of the jobs created in the second quarter of 1998 


a 


were added by the service sector (39.0 percent), fol- 


i 


lowed by manufacturing (27.5 percent), the construc- 


i 


i industry (11.4 percent) and trade (11.3 percent). In 


‘the service sector, large firms accounted for the greatest 


Project Operating Profit Margin 


increase in job growth (65.6 percent), with small and 


medium-sized enterprises (SMEs) accounting for the 


| i CO a se me flr [rt fn LP a | ef eee [| a] 
balance. In the manufacturing sector, SMEs accounted eh) GER) GEO EEN OEE: leu NabD Gleb Wlely: Seve! nebe eH vtebm leis Nest, ston tebe 
for 48 percent of employment growth, while in the con- --+- Medium-sized firms ($5 million to $25 million in revenue) 

Large firms (over $25 million in revenue) 


struction industry, SMEs accounted for the majority of 


Source: Statistics Canada 


new jobs (72.2 percent). 


B U S : N le S S of 1997. In the second quarter of 1998, profit margins of medium-sized 
P e b ° / ° businesses (those with between $5 million and $25 million in annual rev- 
ih O Me l iE a i 1 Lt y enue) were also down slightly from the first quarter of 1998 (i.e. from 8.4 


to 7.9 percent), their first drop in more than a year. 


rT he profit margins for large enterprises (those with 


more than $25 million in annual revenue) continued Chart 2 contrasts the profit margins of medium-sized businesses with those 


their decline, which had begun in the second quarter of large firms on a quarterly basis since 1990. 
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Chart 3: Manufacturers’ Optimism: 
Increases in the Next Quarter Production 


S0n |= 


BUSINESS : 
Conditions 


DAN occing to Statistics Canada’s October 1998 Business eS 


Conditions Survey, medium-sized and large manufacturers 


Index 


-20 


are increasin optimistic about their economic prospects 
ly optimistic about th t 


5 -30 

for the fourth quarter of 1998. In contrast, small firms ae 
expressed less optimism, reversing two years of continu- awittittiittititiititiittittitittit itis 

1Q90 3Q90 1Q91 3Q91 1Q92 3Q92 1Q93 3Q93 1Q94 3Q94 1Q95 3Q95 1Q96 3Q96 1Q97 3Q97 1Q98 3Q98 
ous rising optimism (see Chart 3). 

— Medium-sized and large firms (over $10 million in revenue) 

Small firms (under $10 million in revenue) 

On a four-quarter moving average basis, medium-sized : Scie herria emeearrolyananareeanats 


and large manufacturers are expected to increase produc- 
tion over the next three months. Both categories of firms 


are also expected to increase their employment during 


Chart 4: Working Capital Difficulties: 


this time. ; : 
Small and Medium-sized and Large Manufacturers 
The survey also revealed that 6 percent of small manufac- a ST ar 
we | 
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BUSINESS Loans 


’ | Chart 6: Chartered Bank 
he proportion of small loans (below a $500 000 author- 


Medium-sized Loans* to Business 


ized limit) that the chartered banks made to businesses (size of authorized loan (current dollars)) 
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ee growth in self-employment weakened until April 1998. Self- 


employment rose by 16 000 in October 1998, the sixth increase in 
the last seven months, bringing the total net gains since April to 
116 000. As of October 1998, Canada had 2 592 900 self-employed 


workers, about 18 percent of its total employment (see Chart 7). 


| Chart 7: Number of Self-employed in Canada, 


Source: Labour Force Survey, Statistics Canada 
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BUSINESS 
Bankruptcies 


ii, the second quarter of 1998, business bankruptcies 
dropped by almost 6 percent (i.e. from 2886 to 2715) relative 
to the first quarter of 1998; when compared with the previ- 
ous year, bankruptcies are down 16 percent. The amount of 
liabilities associated with these bankruptcies also declined 
significantly (15 percent) from the first to the second quarter 


of 1998 (see Chart 8). 


The transportation and storage industries showed the 
biggest improvement over the last year, with a decrease 
in bankruptcies of 34 percent, followed by the health and 
social services industries (31 percent), fishing and trapping 
(30 percent), and the logging and forestry and the construc- 
tion industries (19 percent each). By way of contrast, the 
mining, quarrying and oil exploration industries reported 


an almost 31 percent increase in the number of bankruptcies. 


Chart 8: Business Bankruptcies and Liabilities, 
1st Quarter 1992-2nd Quarter 1998 
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RECENT 
Developments 


Industry Canada and the Canadian 
Federation of Independent Business 

extend an official invitation to attend the 
26th International Small Business Congress 


(ISBC) in Toronto, October 12-15, 1999. 


On behalf of the Government of Canada, the Canadian Ambassador 
to Brazil, Mr. Richard Kohler, issued an official invitation to more than 
1400 delegates at the ISBC in Sao Paulo, Brazil, October 14, 1998, to 
come to Toronto for the 1999 event. More than 1000 delegates from 

as many as 50 countries are expected to assemble at the Metro Toronto 
Convention Centre for October 12-15, 1999, to focus on the theme 
“Small Business ... Smart Business.” 


officials, business and industry associations, educators, management 


consultancy firms, banks, economic development agents, entrepreneurs, 


and many others interested in exchanging information and experience, 
creating partnerships, or developing trade relationships. Twenty ple- 
nary and concurrent panel sessions will feature provocative speakers 
on preparing small and medium-sized enterprises (SMEs) for the 

21st century management challenges of going global, riding the 
technology wave, developing a skilled labour force, and creating 


an entrepreneurial environment. 


Plenary and panel sessions will be highly participative and practical. 
There are plans for a business matching element, which will encourage 
delegations of SMEs to attend the Congress to follow up on business 
opportunities initiated through an Internet-based program. This pro- 
gram can also be used by governments and business support agencies 
to identify delegates with whom they are able to do “information 


trading” before and during the Congress. 


The 26th ISBC will be hosted by Industry Canada and the Canadian 
Federation of Independent Business. By the end of November 1998, 
major sponsorship support had been secured from the Business 
Development Bank of Canada, the Certified General Accountants 
Association of Canada, Canadian Airlines, and the provinces of Nova 
Scotia, New Brunswick, Ontario, Saskatchewan and British Columbia. 
Several other corporations and governments are expected to join this 


list of SME supporters over the next few months. 


For more information, contact the ISBC by E-mail at: isbc1999@ic.gc.ca 
or visit the Web site at: http://strategis.ic.gc.ca/isbe 
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Delegates will include government 


— | 


Electronic Commerce Demonstration Project 


Community Storefronts, Industry Canada’s electronic commerce demon- 
stration project, has a number of small businesses and non-profit organiza- 
tions doing business using secure Internet commerce tools. One business 
is even earning more on-line than through its street front store. More 
than 200 participating small businesses and non-profit organizations, 
largely in rural communities, are learning to operate successful Internet 
sites, and will share a public testimonial on their strategies, lessons learned 
and results in May 1999. There is still limited room to join the project, 
which is being promoted by Industry Canada and its corporate sponsors. 


Visit http://www.communitystorefronts.com 


$ources of Financing Internet 


Site Relaunched Fall 1998 


Sources of Financing http://strategis.ic.gc.ca/sources is an Internet- 
based information product designed to help small business conveniently 
‘locate key information on traditional and alternative sources of financing 


‘across Canada. 


'$ources of Financing is one of the most popular products on Industry 
Canada’s Strategis Web site and has been relaunched with a refurbished 
: look and feel. The new $ources of Financing has also benefited from the 


small business financing expertise of Barbara Orser and Allan Riding 


by incorporating advice from their book Beyond the Banks into its content 
and design. 


‘Sources of Financing offers considerable search capabilities: users can 


Jaccess the extensive $ources database of Canadian financial providers and 


‘get results that respond to their particular financing needs. By entering cri- 
oa cose 
‘teria such as region, industry, and amount and purpose of financing, users 


benefit from highly tailored results. 

‘Two new calculators round out the major new additions to the product. 
The Lease or Buy Calculator helps in deciding the best way to acquire 
»business equipment, and the Financial Service Charges Calculator (to be 
launched on $ources of Financing in the spring of 1999) will help small busi- 


nesses compare the costs of financial service charges among Canadian 


‘financial institutions. 
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Data as of November 2, 1998 


Real GDP... 

increased by 1.8 percent (annual rate) in the second 
quarter of 1998, down from an increase of 3.4 percent 
in the previous period. This represents the slowest 
quarterly growth rate in two years. 


The economy... 

is still expected to experience good growth this year 
because of increased consumer demand and strong 
investment. Private sector forecasts call for growth 
of 3.0 percent in 1998 and 2.2 percent in 1999. 


Employment... 

rose by 73 000 in September, bringing total gains over the 
past 12 months to 349 000, or 264 000 since the begin- 
ning of the year. Self-employment has accounted 

for 38.3 percent of total job gains since the beginning 

of the year. 


The unemployment rate... 
was 8.3 percent in September, holding steady at its 
lowest rate since August 1990. 


Inflation... 

was 0.7 percent in September, the lowest so far this year. 
Inflation excluding food and energy was 1.4 percent in 
September, within the bottom half of the 1 percent to 

3 percent target range set jointly by the Bank of Canada 
and the Minister of Finance. 


Mortgage rates... 

declined significantly in September and October. 
The five-year mortgage rate, at 6.75 percent, is near 
a 20-year low. 


The Business Conditions Survey... 

shows that manufacturers expect to increase production 
in the fourth quarter of 1998, while adding marginally 
to their work force. 


Capacity utilization... 

is up five full percentage points from the beginning 

of 1996. Utilization rates have risen even though firms 
added significantly to productive capacity by investing 
heavily in plants and equipment. 


The Canadian dollar... 

fell to a record low of just above US$0.63 in August 
because of the deteriorating economic conditions in 
Asia, but has strengthened somewhat in recent months. 


The merchandise trade surplus... 
rose to its highest level in more than a year in August, 
buoyed by surging exports to the United States. 


The federal budget... 
recorded a surplus of $8.0 billion in the first five months 
of the 1998-99 fiscal year. This surplus is on the heels 
of the $3.5 billion surplus for all of last year, the first 
since 1969. 
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ELECTRONIC 
COMMERCE: 
Countless Opportunities 
for Small Business 


Cm small and medium-sized enterprises (SMEs) 
are quickly embracing electronic commerce and using it to 
its full potential for new business opportunities. By setting 


up a virtual storefront on the Internet, SMEs can stay open for 


business 24 hours a day, seven days a week. A presence on the 


World Wide Web, whether for promotional purposes or selling 


goods and services, is increasingly a must for businesses look- 


ing to develop or expand their markets. 


Jenny’s Floral Studio in Sarnia, Ontario, launched its Virtual 
Flowers Web site in early 1996, and the company’s gross sales 
doubled in its first year on-line and tripled in its second. 


“When we decided to expand our business, we asked our- 
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selves, ‘What do people want?’” recalls Tanya Wolff-Molson, president of th 


company. “The Internet seemed a logical choice for our type of business.” 


The Government of Canada is working closely with private industry to 
create the right environment for electronic commerce and make Canada 
a world leader in the development and use of electronic commerce products! 


and services by 2000. 


Canada recently hosted the Organisation for Economic Co-operation and 
Development (OECD) Ministerial Conference entitled A Borderless World: 
Realising the Potential of Global Electronic Commerce, held in Ottawa October 
7-9, which attracted 900 representatives from more than 41 countries to dis-. 
cuss some of the important policy issues surrounding electronic commerce _, 


on a global scale. 


Canada’s business leaders were well represented on the Canadian delegatio 
to the conference, which also included representatives from government, no. 
governmental organizations, and labour and consumer groups. “This confer 
ence demonstrated the effectiveness of cooperation and collaboration in creé 
ing an environment in which electronic commerce can flourish,” said Indust 


Minister John Manley, host and chair of the conference. 


The conference also showcased electronic commerce innovations and 
applications. Companies from around the world demonstrated the latest 


developments in electronic commerce technology. 


Discussions at the conference set the international stage for the continued | 
growth of electronic commerce. Participants agreed on a common vision 
for global electronic commerce, outlined priorities and made commitments 
to implement the vision. Here at home, Canada is taking a number of step 
to ensure it remains a world leader in this burgeoning field. “We will put th! 
conclusions of the Ottawa conference to work in our domestic policy,” sai¢ 
Minster Manley. “Canada has one of the most advanced strategies for elec 
tronic commerce. We want to remain at the leading edge in creating and 
using technology that will bring enormous and economic benefits in the 


century to come.” 


The OECD prepared a number of background reports to serve as the basis 
for discussions at the conference. One of the reports, SMEs and Electronic 
Commerce, is available on the OECD Web site at 


http://www.oecd.org/dsti/it/ec/prod/sme18e.pdf 


To find out more about the Government of Canada’s Electronic Commerce 
Strategy or the OECD conference, please visit the following Web sites: 

¢ http://e-com.ic.gc.ca 

¢ http://www.ottawaoecdconference.org | 
Small Business Quarterly — Winter 1999” 


Industry —_ Industrie 
Canada Canada 


OWE 9 Tl “ge 
http://strategis.ic.gc.ca/SSG/mi04698e.html 


CA | POL TEAS 
Tstzo Ge fy 
— S53 ) 


__PERFORMANCE pusiness FINANCING ACT: 
Tre nN ds Continuing 38 Years of Facilitating 


Access to Financing for Small Business 


THE CANADA SMALL 


Close to 208 000 net new jobs were created in | 

Employer businesses between the third quarter of he federal government's main support program for small business is changing 
1997 and the third quarter of 1998; this pace of job on April 1, 1999. The Small Business Loans Act is being replaced by the new 
creation is much lower than the 437 976 jobs Canada Small Business Financing Act. 


recorded during the same period in 1996-97. 
Access to Financing: The Challenge 


There were nearly 2.6 million self-employed workers Small and medium-sized enterprises (SMEs) are the backbone of the Canadian 


in December 1998, representing an increase of almost economy, and the financial services sector has an integral role to play in the success 


120 000 from the previous year. or failure of our SMEs. The availability of adequate financing is a perennial issue for 


small businesses, an issue largely related to access—not cost. Although it appears that 
Both medium-sized firms ($5 million to $25 million 


entrepreneurs are willing to absorb the cost of financing business ventures, gaining 
in revenues) and large enterprises (those with more 


Hoan : : access to financing, particularly in amounts of less than $100 000 for debt financing 
than $25 million in revenues) increased their profit 


and under $1 million for equity financing, is difficult for small businesses. 


margins during the third quarter of 1998. 


Since 1961, the Small Business Loans Act (SBLA) has adhered to its central purpose: 


Despite a slight dip in the level of optimism of to increase the availability of loans for small business enterprises by sharing the risk 


anufacturers in the first quarter of 1 manu- - Reg efi. Ao Fe : 

pene 4 999; of loans made by financial institutions, thereby facilitating access to financing that the 

facturers expressed general satisfaction with their : 

Is P 8 small business borrower may otherwise not have had. In 1995, the SBLA began to 
; 

prospects for production and employment. ; 

move toward cost-recovery, a goal that continues to be on track. 


ere were 2486 bankruptcies reported in the third 
muarter of 1998 compared with 2715 bankruptcies 


e second quarter (a decline of 8.4 percent), 
cantly down from the 3260 business _ 


(continued on page 2) 
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(continued from page 1) 


Profile of SBLA Borrowers 


Based on recent analysis, the SBLA appealed to younger, smaller 
businesses; roughly 75 percent of firms that borrowed under the 
program had fewer than five employees. By comparison, it is 
estimated that no more than 56 percent of non-SBLA borrower 
clients of the major banks were firms with fewer than five employees. 
Approximately 45 percent of SBLA borrowers were firms that were 
less than one year old at the time of the loan. In stark contrast, only 
5 percent of non-SBLA borrowers were start-up firms. In 1997-98, 
lenders made more than 28 700 SBLA loans that totalled nearly 

$2 billion. Borrowers estimated that 74 600 additional jobs would 


be created as a direct result of loans made that year. 


Lenders Under the SBLA 

The SBLA was delivered to small businesses across Canada by 
1500 lending institutions and through 13 000 points of service. 
SBLA lenders were made up of chartered banks, trust companies, 
credit unions and caisses populaires. Although Canada’s six largest 
chartered banks issued the majority (73 percent) of SBLA loans, 
the wide variety of lending institutions and points of service made 
the SBLA accessible to small businesses across the country. This 
ensured that SBLA loans were available for businesses no matter 


where they operated. 


1999 and Beyond... 
Lending under the Canada Small Business Financing Act (CSBFA) 
will commence April 1, 1999, replacing the SBLA but offering 


Figure 1: Key Criteria of 
a CSBFA Loan 
for amounts of up to $250 000 
for the acquisition of fixed assets 
for a maximum term of 10 years 


to for-profit, non-farm businesses with annual 


gross revenues of less than $5 million 


CSBFA guarantees 85 percent of net losses 


incurred on defaulted loans 


borrowers the same access to asset-based financing as the SBLA. It will retain 
the fundamental program parameters (see Figure 1) that allowed for the SBLA’s 
success in supporting small business in recent years, while maintaining its path 


toward cost-recovery. 


The CSBFA permits the creation of two pilot projects to test new market niches to | 
determine if cost-recovered risk sharing can increase access for small businesses in : 


the context of the CSBFA. 


One pilot project could extend to not-for-profit enterprises provisions similar to 
those for small businesses. Another pilot project could provide guarantees for 

eligible capital leasing, a rapidly growing form of asset financing that has gained 
appeal among small businesses. Preliminary research shows that firms needing less | 
than $100 000 in financing and with less than two years’ business experience have 


difficulty accessing this form of financing. | 


JOBCreation 


A= 208 000 net new jobs were created in employer businesses in 
Canada between the third quarter of 1997 and the third quarter of 1998, a much 
lower pace of job creation than the 437 976 jobs recorded during the same period 
in 1996-97. Small and medium-sized enterprises (SMEs) accounted for almost 


40 percent of this employment growth. 


For more information, contact: http://strategis.ic.gc.ca/sbla 


: ee : 3 | 
Chart 1 illustrates the quarter-by-quarter variation in employment by size of firm 


(excluding selfemployment). It indicates that both small and medium-sized firms 


Chart 1: Payroll Employment in Canada 
by Firm Size, All Industries 
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Source: Survey of Employment, Payroll and Hours, Statistics Canada 
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posted net gains from the second to the third quarter of 1998, but that large 


firms recorded job losses of 118 654 for this quarter. However, of the new 


jobs created between the third quarter of 1997 and the third quarter of 1998, 


small firms (less than 50 employees) created 62 767 net new jobs (30 percent 
increase), medium-sized firms (50-299 employees) created 17 311 net new 


jobs, and large firms (300 or more employees) created 127 530 net new jobs. 


The largest number of new jobs in the third quarter of 1998 were added in the 
service sector (41.0 percent), followed by manufacturing (33.0 percent), the 

construction industry (12.0 percent) and trade (8.0 percent). SMEs accounted 
for the largest increase in job growth in the trade sector (58.5 percent) and the 


construction industry (48.5 percent). 


Profitability 
a... 2 contrasts the quarterly profit margin position since 1990 of 


medium-sized businesses with those of large firms. 


Both medium-sized firms ($5 million to $25 million in revenues) and large 
enterprises (those with more than $25 million in revenues) increased their 
profit margins in the third quarter of 1998. Large firms reversed a trend of 
| declining profit margins that commenced in the second quarter of 1997, and 
Imedium-sized businesses continued the upward trend that began in the first 


| quarter of 1997 (despite a slight dip in the second quarter of 1998). 


| 

{) 

| Chart 2: Business Profitability Trends 
(total non-financial industries) 
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Data as of. March 17, 1999 


The Canadian economy... 

rose 4.6 percent (annual rate) in the fourth quarter of 1998, 
boosted by strong investment in M&E, higher net exports 
and a rebound in housing. Output rose 3.0 percent overall 


in 1998. 


The unemployment rate... 

fell to 7.8 percent in January, its lowest rate since 
June 1990. The unemployment rate has been pushed 
down by robust job growth in the last few months. 


The outlook... 

is for slower economic growth in 1999. The consensus 
of private sector forecasts calls for real GDP growth of 
just above 2.8 percent in 1999. 


CPI inflation... 

edged down to 0.6 percent in January, and averaged 

1.0 percent for all of 1998. This was the lowest annual rate 
of inflation in 36 years (not accounting for 1994, when a 
sharp reduction in cigarette taxes depressed the CPI). 


Mortgage rates... 
have edged up from record lows in December. The five-year 
mortgage rate is currently at 7.15 percent. 


The Business Conditions Survey... 
shows that manufacturers were generally satisfied with 
prospects for production and employment in the first 
quarter of 1999. There were almost twice as many 
manufacturers expecting to increase production in the 
coming three months than there were expecting to 
lower production. 


Capacity utilization... 

rose to 82.5 percent in the fourth quarter of 1998, an 
increase of 0.7 percentage points over the third quarter. 
Recovery from strikes earlier in the year and strong exports 
to the U.S. were responsible for an increase in production. 
Capacity also increased due to very strong investment in 
plant and equipment in recent years. 


The Canadian dollar... 

rallied in January, posting its best three-day performance 
in more than a decade—after finishing 1998 down $0.05 
on the year. The dollar stood at US$0.654 on March 17. 


The merchandise trade surplus... 
for 1998 fell to $19 billion. Exports increased 7.4 percent in 
1998, but were outpaced by a 9.8 percent rise in imports. 


The federal budget... 

is expected to be balanced — or better — in the 1998-99 
fiscal year, following a surplus of $3.5 billion in the 1997-98 
fiscal year (the first in 28 years). The last time the budget was 
deficit-free for two consecutive years was 1951-52. 


BUSINESS 


Conditions 
Ae to Statistics Canada’s January 1999 Business 


Conditions Survey, manufacturers expressed a continued general 


satisfaction with prospects for production and employment 
despite a slight dip in their optimism in the first quarter of 
1999. On a four-quarter moving average basis, small 
manufacturers were less optimistic than medium-sized and 
large manufacturers about their economic outlook for 

the first quarter of 1999 (see Chart 3). However, overall 
optimism and expected production looks satisfactory for 


the next three months. 


According to the survey, working capital concerns continue 
to be low priorities for medium-sized and large manufacturers 
(only 3.0 percent of firms); 6.0 percent of small manufacturers 


reported problems with working capital (see Chart 4). 


International Small Business Congress 


(ISBC) °99 


“Small Business...Smart Business” 


Registration is under way for the 26th annual International Small 
Business Congress, to be held in Toronto, October 12-15, 1999, and 
hosted by Industry Canada and the Canadian Federation of Indepen- 


dent Business, A Registration Secretariat has been established at: 


ISBC Registration Secretariat 
275 Bay Street 

Ottawa ON KI1R5Z5 

Tel.: (613) 238-2304 

Fax: (613) 236-2727 

E-mail: isbc99@intertask.net 


More information on the ISBC can be obtained at: 
isbc1999@ic.gc.ca 
or by visiting our Web site at: 


http://strategis.ic.gc.ca/isbe 
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Chart 3: Manufacturers Optimism: 
Balance of Opinion on Production 


— Medium-sized and large firms (>$10M revenue) 
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Source: Business Conditions Survey, Statistics Canada 


Chart 4: Working Capital Difficulties: 


Small and Medium-sized and Large Manufacturers 


Small firms (<$10M revenue) 


@ Medium-sized and large firms (>$10M revenue) 
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Source: Bustness Conditions Survey, Statisics Canada 


SELF - 
Employment 


il. the first eight years of the 1990s, self-employment expanded by an average 
of 4.1 percent per year, generating over three out of four new jobs created in the 
economy. This dramatic upward trend continued into 1998. There were nearly 
2.6 million self-employed workers in December 1998, representing an increase 


of almost 120 000 from the previous year. 


This rapid growth in self-employment in the midst of high unemployment in the 


1990s has sparked increasing interest in the nature of self-employment and its 
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association with macroeconomic conditions. Are people aa U S FP a 5 S & 


pushed into self-employment because they cannot find 


suitable paid employment or are they attracted to it B i) Nl hb Y Up VC 1 es 


because they enjoy the comparative advantages associated 


with running one’s own business (for example, indepen- 


6... 5 shows that there were 2486 bankruptcies reported in the third quarter of 1998 


: F 5 
dence and a flexible work schedule): compared with 2715 bankruptcies in the second quarter of 1998 (a decline of 8.4 percent), 


In recent studies, Z. Lin, J. Yates and G. Picot of Statistics down notably from the 3260 business bankruptcies in the third quarter of 1996 (a decline of 
‘Canada find no evidence supporting the notion that (continued on page 6) 
people are pushed into self-employment by labour market 


hardships, at least not at the aggregate level. In fact, it 


appears that a series of non-cyclical factors (for example, 


Chart 5: Business Bankruptcies and Liabilities, 
Ist Quarter 1992 — 3rd Quarter 1998 
a en qk ance wilh 


demographic shifts and technological improvements) are 
substantially behind the recent surge in self-employment. 


They also find that, between 1982 and 1994, an average of 


a quarter million people entered self-employment on an 


annual basis and nearly 220 000 self-employed workers left 


S&S 


Liabilities (@ Billions) 


self-employment, contributing to the steady net increase of 
nearly 30 000 per year (see Table 1). These numbers refer 
to unincorporated self-employed people for whom self- 


employment forms their main source of earnings. 
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Source: Office of the Superintendent of Bankruptcy, Industry Canada 


Table 1: Self-Employment Entry and Exit Flows 
in Canada, 1981—1995* 


Level Entry Exit Net Flow 
Number % of Level Number —_—% of Level Number —% of Level 
(1) (2) (3)=(2)/(1) (4) (5)=(4)/(1) (8)=(2)-(4) (9)=(8)/(1) 
SEIU 915 140 na. na. 178 620 19.5 na. na. 
1982 931 240 194 750 20.9 175 470 18.8 19 280 Wi, 

| 1983 953 350 197 700 20.7 172 810 18.1 24 890 2.6 

+ 1984 988 590 208 030 21.0 194 820 19.7 13 210 Ite) 

» 1985 990 980 197 280 IO) 193 490 19.5 3790 0.4 

| 1986 1019 390 221 760 21.8 198 280 19.5 23 480 3) 

1987 1 069 690 248 630 Jeb) 218 600 20.4 30 030 2.8 

, 1988 1 099 470 248 370 22.6 227 110 20.7 21 260 Ls) 

11989 1 125 410 253 710 22.5 236 300 21.0 17 410 Me) 

, 1990 1 159 370 269 500 23.2 240 580 20.8 28 920 Das) 
1991 1191 930 273 190 229) 231 870 19.5 41 320 3.5 
1992 1 253 290 293 330 23.4 231 750 18.5 61 580 49 

1 1993 1 334 050 312 620 23.4 264 170 19.8 48 450 3.6 
1994 1 400 760 330 810 23.6 284 730 20.3 46 080 36 

) 1995 1 471 800 355 940 24.2 na. na. n.a. na. 

| Average 1 126 964 257 544 22.4 PL Sy oy 29 208 Des) 


f 
| * For personal income tax filers whose self-employment earnings are their main source of earnings in the year 
Source: T1 files of Revenue Canada, based on 10 percent random samples 
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24.0 percent). However, there was a significant increase in 
liabilities associated with business bankruptcies in this quarter 
caused primarily by a large corporate bankruptcy that took 


place in July 1998. 


The industries showing the biggest improvement over the last 
year were the fishing and trapping industries (34.0 percent 
decline), transportation and storage industries (31.0 percent 
decline), wholesale trade industries (26.0 percent decline), 
followed by the logging and forestry industries (17.0 percent 
decline) and the finance and insurance industries (15.0 percent 
decline). By way of contrast, the mining, quarrying and oil 
exploration industries reported an increase of almost 


39.0 percent in the number of bankruptcies. 


CROSS- 
COUNTRY 
Business 


Profile 


8... enterprises remain one of the driving forces of the 
Canadian economy. Although these businesses do not always have 
the same high profile as their larger counterparts, their numbers 
testify to their importance. A recent Statistics Canada report stated 
that in 1995, there were more than 1 000 000 small business 
enterprises in Canada with gross revenues between $25 000 and 
$5 million; these businesses had combined gross revenues of 
more than $300 billion and provided one out of every six jobs 

in Canada, totalling almost 2.5 million of the employed labour 


force of 13.5 million. 


The ratio of small businesses to population in Canada is 
361:10 000. This figure varies across the country, with the 
lowest ratios in the Atlantic provinces (Newfoundland, 
187:10 000; Nova Scotia, 262:10 000; Prince Edward Island, 
237:10 000; and New Brunswick, 288:10 000) and the 
Northwest Territories (242:10 000), while the Yukon 
(533:10 000), Alberta (480:10 000) and British Columbia 


(466:10 000) round out the top three positions. 


Small businesses are more dominant in certain industry sectors than others. For example, 
in the large business category (over $5 million in annual revenue), 23 percent are in 
manufacturing, 21 percent in wholesale trade and 18 percent in retail trade. In contrast 
for small businesses ($5 million or less in annual revenue), 16 percent are in retail trade, 
14 percent in construction, 13 percent in business services, 11 percent in other services 


and only 5 percent in manufacturing (see Table 2). 


Table 2: Industrial Distribution for 
Small and Large Businesses 
Percentage distribution 
Industry Large Small Difference 
Agriculture, Fishing and Forestry Way 4.04 Dil) 
Mining le 0.61 -1.10 
Manufacturing IBN) 4.85 -18.35 
Construction To) 14.39 6.87 
Transportation 3.70 6.96 3.26 
Utilities including Communication 1.08 1.08 0.01 
Wholesale Trade 20.99 6.02 -14.97 
Retail Trade Wey 15.83 -1.89 
Finance and Insurance 44] 595) 1.54 
Real Estate and Insurance Agent 2.28 7.88 5.60 
Business Service 5.01 2.94 iB 
Government, Education and Health Services 5.33 3.05 -2.28 
Accommodation and Food 1.87 5.58 3.70 
Other Services 3.91 0.84 6.93 
All Industries 100.00 100.00 0.00 


Table 3: Revenue, Expenses and Employment 
by Industry, Canada, 1995 


Manufacturing Business Manufacturing Business 
Services Services 
($000) ($000) (% of gross revenue) 
Average gross operating revenue 623.6 174.5 100.0 100.0 
Average total expenses 601.5 147.7 96.5 84.6 
Cost of goods sold 297.8 11.8 47.8 6.8 
Wages, salaries and benefits W255 65.7 OTT, 377, 
Occupancy expenses 49.8 16.1 8.0 Oe 
Financial expenses 14.7 8.7 2.4 5.0 
General expenses i) 6.9 2.8 40 
Other expenses 49.4 38.6 hs) Pl 
Average net profit/loss Die 26.8 3.6 15.4 
Average number of 
paid employees sy 17 


Source: 1995 Small Business Profiles Report, Statistics Canada 


The average size of a small business varies by industry sector; for example, in the 
manufacturing sector a small business had an average gross revenue of $623 600 
in 1995. The majority of these firms (73.0 percent) were incorporated. Not surpris-)) 
ingly, the cost of goods sold generally represented the largest share of expenses | 
(48.0 percent)—see Table 3. Small firms providing business services (for example, 


employment agencies and management consultants) contrasted greatly with 
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manufacturing firms in a number of different areas: the average gross revenue in 
business services was comparably lower at $174 500; a much smaller proportion 


(55.0 percent) were incorporated; and wages and salaries absorbed a larger percentage 


of gross revenue (38.0 percent versus 28.0 percent). Business services employed an 


_ average of 1.7 employees compared with 5.2 employees in small manufacturing 


- businesses. 


Unincorporated businesses (two thirds of all businesses) tend to be much smaller 

| than incorporated firms, reporting an average gross revenue in 1995 of $106 400 

| compared with $411 600 for incorporated businesses. Unincorporated firms also 
had lower average employment rates than incorporated firms (0.5 employees versus 


3.8 employees)—see Table 4. 


Le 
Table 4: Revenue, Expenses and Employment 
by Business Type, Canada, 1995 
SS EE ee ee eee eee eee ee 
Unincorporated Incorporated Unincorporated Incorporated om 
( ($000) ($000) (% of gross revenue) ee 
| Average gross operating revenue 106.4 411.6 100.0 100.0 
Average total expenses 89.8 389.3 
Cost of goods sold 38.2 142.0 
Wages, salaries and benefits 11.4 104.7 
Occupancy expenses 14.5 46.2 
Financial expenses 363) 225 
General expenses 5.8 14.3 
Other expenses 16.5 59.6 
| Average net profit/loss 16.6 22.3 
Average number of 
| paid employees 0.5 3.8 
Source: 1995 Small Business Profiles Report, Statistics Canada 


Unincorporated businesses tend to be more profitable, having 
average net profits of 15.6 percent of gross revenue (5.4 percent 
for incorporated businesses). However, unincorporated business 
owners draw their earnings directly from profits, while owners of 
incorporated businesses may deduct their personal wages and 


salaries as an expense. 


Regional variations, based on a number of business characteristics, 
exist across Canada (see Table 5). For example, in 1995 small 
businesses in Quebec and Ontario had the highest average gross 
revenue ($313 200 and $295 200 respectively). In addition, these 
two provinces accounted for almost 70 percent of small manu- 
facturing businesses. Average gross revenue was lowest in the 


Northwest Territories ($156 G00) and the Yukon ($161 700). 


Variations also exist in average employment size of small firms. 
Newfoundland is in the lead with 2.9 employees per business 
followed by Quebec and Manitoba with 2.8 employees each. In 
contrast, the Yukon and the Northwest Territories had the lowest 
levels of paid employment with 0.8 and 1.0 employees per firm 
respectively. Variations among provinces and territories are due, 

in part, to the diversity of industrial structures and mix of business 


types across Canada. 


and Territory, Canada, 1995 


Table 5: Revenue, Expenses and Employment by Province 


ee 


NF PE NS NB QC ON MB SK AB BC YT NT 
($000) 

Average gross revenue 270.4 200.4 272.1 274.8 313.2 295.2 280.0 217.4 264.2 260.1 161.7 156.6 

Average total expenses 262.7 185.1 256.3 259.8 293.0 274.1 260.0 199.4 243.8 241.3 131.9 141.9 

Cost of goods sold 108.6 70.8 103.7 97.8 122.7 101.2 101.0 70,0 83.1 [ola 3633 

Wages and salaries GL! 37.8 LO 96209 GES 67.7 G46 ARS GAT 675.0 2G 31.9 

| Occupancy expenses DUS DD DOT Ba "35:2 304 399 3977, BAG) Bea am oad 

| Financial expenses 19.0) 142138 126 165: 146 124. O8<d97 ‘Ares 15.1 

| General expenses LES: FE 09 SOOO 7a sees 5 9.0 10.1 OMe) ID) 8.5 

: Other expenses 72 29:8 37.3 408 40.1 46.8 381 33.1 382 3928) 29" 7.0 

| Average net profit/loss 77 154 15.8° 15.0 202 21.1 20.1 180°204 188 29.8 14.7 
| Average number of 

paid employees LS kn ek Oh en piey me ihe 


! Source: 1995 Small Business Profiles Report, Statistics Canada 
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RECENT 
Developments 


The Electronic @dvantage 
Canada’s Electronic 
Commerce Strategy 


E lectronic commerce is radically altering the global economy. A 
recent study by Forrester Research indicates that the total value of 
sales made over the Internet could reach as much as US$3.2 trillion 
by 2003, a figure that represents 17.5 percent of total global sales. 
While Canadian Internet commerce is already growing very rapidly, 
Forrester expects Canada to begin a period of Internet commerce 
“hypergrowth” by 2001. Most of this growth will come from 
Internet transactions between and within businesses; business-to- 
consumer transactions, however, will continue to grow and become 
an important factor encouraging companies to establish an on-line 
presence. Already 37 percent of Canadians have access to the 


Internet and, of those, 17 percent made an on-line purchase during 
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1998. Opportunities are rife for small and medium-sized enterprises (SMEs) 


to access untapped markets and to increase their performance and efficiency 


through electronic commerce. 


In September 1998, Prime Minister Jean Chrétien announced the Canadian 
strategy to make Canada a world leader in electronic commerce by 2000. The 


Canadian Electronic Commerce Strategy addresses four key goals: 


Building trust in the digital economy: increasing consumer and 
business confidence in electronic commerce by addressing security, 


privacy and consumer protection concerns. 


Clarifying marketplace rules: removing barriers to the use of 
electronic commerce by updating the rules governing how the 
market functions, including legal and commercial frameworks, 


financial issues and taxation, and intellectual property protection. 


Strengthening the information infrastructure: ensuring networks 
support the growth of electronic commerce and allow 


interoperability. { 


Realizing the opportunities: maximizing jobs and the growth 
potential of electronic commerce by developing skills and awareness 


and showing government leadership as model users. 


To achieve these goals, all players in the digital economy must work together, 
including SMEs. SMEs make a key contribution to economic growth, job 
creation and community development. Electronic commerce holds the 
potential to transform the way business is conducted: reducing transaction 
costs, decreasing marketing and communication costs, improving networking, 
providing opportunities for virtual alliances, and allowing global expansion. 
Canadian SMEs are getting on-line to seize these opportunities. A Canadian 
Federation of Independent Business survey found that 43 percent of Canadiar 
SMEs had Internet access by 1998, a figure nearly three times what it was 


in 1996. 


The Government of Canada is working closely with business and consumers 
to develop our electronic commerce strategy. Industry Canada has put in plac 
a number of programs to support SMEs seeking to do business electronically. | 
The Community Access Program is working to link all Canadians in rural 
and urban communities to the Internet by 2000. The Community Storefront 
Program is a pilot project enabling community businesses to present product 
and services to the world. The Student Connection Program provides low-co 
high-quality on-site training for SME managers who want to explore the 


on-line environment for their business. 


For further information on electronic commerce, consult the Electronic 
Commerce Task Force Web site (http://e-com.ic.gc.ca) and Industry Canad] 
I 


Strategis (http://strategis.ic.gc.ca). 
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Industrie 
Canada 


etween the fourth quarter of 1997 and the fourth quarter 
£1998, more than 242 000 net new jobs were created in 


mployer businesses in Canada. 


rowth in the number of employer businesses in Canada 
is continued its strong upward trend, reaching a total of 


$795 130 by December 1998. 


j. the fourth quarter of 1998, medium-sized firms posted 
gher profit margins than large firms. 


fanufacturers have increased optimism for the next three 
fonths. Close to one third of manufacturers indicated that 
ey were planning to increase production in the coming 


tee months. 


re Bank of Canada reported that chartered bank loans 
small and medium-sized enterprises (SMEs) reached 
2.5 billion in the fourth quarter of 1998, representing 
..3 percent decline (from $53.2 billion) from the same 
arter of 1997. 


ie Foauker of self-employed worker reached 2 614 900 

the end of the first quarter of 1999, 

resenting approximately 18 percent 
oro labour force. 


PERFORMANCE 
Trends 


eee 
http://strategis.ic.gc.ca/SSG/mi04698e.html 


DATA SOURCES FOR 
SMALL BUSINESS 
STATISTICS 


Ss business data are available from several information sources (which, in turn, 
rely on their own “sub-sources”). This issue of the Small Business Quarterly (SBQ) 
sheds some light on the various sources of data and elaborates on their differences to 


enhance our clients’ understanding of small business statistics. 


Table 1 on page 2 illustrates the major sources of data on employment and businesses. 
The following is intended to highlight the distinguishing features of the SBQ’s major 
sources of information: the Survey of Employment, Payrolls and Hours; the Labour 


Force Survey; the Business Register; and Employment Dynamics. 


Survey of Employment, Payrolls and Hours (SEPH) 


The SEPH provides estimates measuring month-to-month trends of payroll 
employment. It distinguishes between employment by type; average weekly and 
hourly earnings; average weekly hours at the national, provincial and territorial 


levels; detailed industrial sector; and firm size. 


The enterprise-based SEPH employment estimates do not include unpaid family or 
self-employed workers, unpaid absentees (such as workers on strike) or the working 
partners of incorporated businesses without employees, unlike the household-based 


Labour Force Survey (see next page) data. 


(continued on page 2) 


CONES IS 


Job Creation 
Net Employer Businesses 
Business Profitability 


amber of business bankrupt 


Recent Developments 
Business Conditions 
Economic Snapshot 
Business Loans 


Self-Employment 


Business Bankruptcies 


(continued from page 1) 


Labour Force Survey (LFS) 


The LFS is a monthly survey of approximately 53 000 house- 


holds. It covers all types of employment, including the self- 


employed. 


Business Register (BR) 


The BR includes all Canadian businesses meeting at least one of 


the following three criteria: 


¢ the business has a work force for which it submits a payroll 


remittance to Revenue Canada; 


sales revenue; and 


the business has a minimum of $30 000 in estimated annual 


the business is incorporated under a federal or provincial act. 


The BR updates business accounts by employer size, industry 


and detailed level geography. The BR, unlike 
the LFS or the SEPH, does not have 


employment data. 


Variable 
(000s) 


Employment Dynamics (ED) 

The ED provides annual data on employment, payrolls and the number of 
businesses with employees at the national, provincial and territorial levels. The 
ED is produced annually, with the most current reference year being 1996. Th 
data are presented by size and the life status of businesses at the 1- and 2-digit 
levels. The data source for the ED is Revenue Canada’s T4 records and covers 
only businesses with paid employees. Although the ED has a two-year lag, it is 


a good source of data on job creation by firm size. 


The SBQ uses many data sources to produce information items on business prob} 
itability, business conditions, self-employment, employer businesses, business 
loans, business bankruptcies and general economic conditions. For job creation, , 
we use the SEPH because it provides detailed information by industrial sector 
and by firm size (small vs. large enterprises), which is, naturally, important from 


a small business's perspective. 


Table 1: Employment and Business Data from 
Various Data Sources 


Survey of Employment, Labour Force Business Employment 
Payrolls and Hours (SEPH) Survey (LFS) Register (BR) Dynamics (ED) 


Number of Businesses 


1998 nia - opal not available 

e 1997 n/a E : not available 
1996 nia - - 941.1 
1995 n/a - 936.9 
1994 nia - 930.8 
Total Employment 
1998 11 619.6 14 326.4 nla not available 
KS 11 299.0 13 940.6 nia not available 
1996 10 967.2 13 676.2 nia 11 743.9 
1995 10 876.4 13 505.5 nia 11 412.3 
1994 10 650.9 iy Mey! nia Ae 
Self-employment 
1998 nia 2 pie n/a nia 
1997 nia 2 487.9 nia n/a 
1996 n/a 2 266.6 nla n/a 
1995 nia 2 135.6 nla nia 
1994 n/a 2111.4 n/a n/a 
Data Source Payroll employment only All types, including Establishments Based on payroll 

self-employed 
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i) 


Chart 1: Payroll Employment in Canada 
by Firm Size, All Industries J Oo B oe rea t 1 on 


BR}... the fourth quarter of 1997 and the fourth quarter of 


1998, more than 242 000 net new jobs were created in employer 


businesses in Canada, representing a less rapid rate of job creation 


than that posted in the previous 12-month period, when 318 021 
net new jobs were created. SMEs accounted for almost 40 percent 


of this increase. 


Chart 1 illustrates the quarter-by-quarter variation in employment 


by size of firm (excluding self-employment). During this period, 


small firms created 67 329 net new jobs, medium-sized firms 


Source: Survey of Employment, Payroll and Hours, Statistics Canada 


increased their payroll employment by almost 27 000 and large 


firms added 148 513 net new jobs. Chart 2 shows total employ- 


ment and breaks it down by large firms and SMEs. 


Chart 2: Payroll Employment in Canada, 
Large Firms vs. SMEs 


Most job creation took place in the services sector (54 percent), 


followed by manufacturing (24 percent), the transportation indus- 


6200 11.600 ses 
try (14 percent) and the construction industry (13 percent). The 
a ae i i ie oo 400 mining sector registered a net decline (10 182) in employment. 
q 200 | fl -- > 
J 200 
f=) 
= 4700 S 
A on ¢ 
& 4200 E 
8 800 i 
ae 5 SE ITOSS CS 
e. & U 
609 
32 | 
10400 © € rowth in the number of employer businesses in Canada 
2700 
| has continued its strong upward trend, reaching 1 795 130 by 
Ak AM NH A NO QW AT A or as December 1998. According to the Business Register Division's 
1994 1995 1996 197 1998 ' ; 
Source: Survey of Employment, SMEs Large firms == Tor! December report, 77 percent of all established businesses in 
| (1-299 employees) 


Payroll and Hours, Statistics Canada (300+ employees) 


Canada have fewer than 5 employees, 86 percent have fewer than 
10 employees, 93 percent have fewer than 


20 employees and almost 99 percent of 


Table 2: Business Establishments by Employment Categories 
and Province or Territory, December 1998 


established businesses have fewer than 


100 employees (see Table 2). 


Number of Employees 
(continued on page 4) 

rovince or territory Indeterminate 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ ; 
Newfoundland 5601 11 163 3 118 WDD 1 027 315 136 79 49 
>rince Edward Island 2 464 4 373 1211 705 440 109 52 27, 8 
ova Scotia 13412 18 634 5 302 3597 2364 664 318 132 7) 
New Brunswick 11796 16988 4 480 3 039 1 908 558 1) 125 49 
189702 152641 37430 23150 16389 5434 2307 1 120 600 
284813 181762 55698 39487 28786 9377 4585 2 105 960 
30403 19 706 6 198 4582 3097 1017 421 202 104 
43555 24945 7636 4848 2607 647 336 145 67 
102709 69427 21711 15655 10235 2 956 1291 561 215 
107461 91499 27076 18522 11465 3242 1382 598 243 
K 915 886 346 219 141 33 12 12 2 
Jorthwest Territories 782 957 591 372 231 79 35 17 1 


793 613 592981 170797 115968 78690 24431 11154 5123 2 373 


jource: Business Register Division, Statistics Canada 


all Business Quarterly — Vol. 1, No. 2 


(continued from page 3) 


Geographically, approximately 58 percent of all established 
businesses are located in Ontario and Quebec, 36 percent in 
the Western provinces and the territories, and 7 percent in the 


Atlantic provinces. 


Furthermore, 13 percent of all established businesses are in retail 
trade, 12 percent are in business services, 11 percent are in con- 
struction, 10 percent are in other services, and 8 percent are in 


agricultural and related services. 


BUSINESS 
Profitability 


ii. the fourth quarter of 1998, medium-sized firms posted 


higher profit margins than large firms. 


Chart 3 contrasts the quarterly profit margin position of medium- 
sized businesses with those of large firms. As illustrated, both 
medium-sized firms and large enterprises increased their profit 


margins during the last two quarters of 1998. 


Chart 3: Business Profitability Trend: 
(total non-financial industries) 


RECENT 
Developments 


Recent Tax Developments 


Provincial Small Business Tax Rates 


$200 000 of active business income of Canadian-controlled private corporations 


(CCPCs) as follows: 


British Columbia announced that the small business rate for CCPCs will be 


reduced from the current rate of 8.5 percent to 5.5 percent, effective July 1, 1999. 


The Manitoba budget also announced phased decreases in the tax rates that apply 
to CCPCs. Effective July 1, 1999, the rate will fall from 9 percent to 8 percent, — 
and then to 7 percent on January 1, 2000. The rate will then decrease by 1 percent 


annually until January 1, 2002, when it will reach 5 percent. 


New Brunswick has proposed to reduce its small business tax rate from 7 percent } 


to 6 percent, effective January 1, 1999. 


In addition to the above measures, several provinces and territories announced 
measures to assist in the financing of small enterprises. Manitoba, New Brunswic ke 
and the Yukon announced various forms of equity tax credits that will provide 
individuals who invest in small enterprises within these jurisdictions with non- 
refundable tax credits at rates that range from 5 percent to 30 percent of the 

amount invested. Quebec and Ontario announced enhancements to their existing | 


incentives for encouraging investments in research and development. 


Personal Income Taxes 


The owners of unincorporated small businesses may benefit from 
the additional reductions in personal income tax rates, surtaxes, or | 


increased exemptions and tax credits that were contained in most 


— Large firms (>$25M revenue) 
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1990 1991 1992 1993 1994 1995, 1996 1997 


Source; Statistics Canada 


— Medium-sized firms ($5M — $25M revenue) 


ites Se EE: TREC LEE REEL rey 
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provincial and territorial budgets. 


Tax Relief for Year 2000 Costs — Last Chancel 


Small and medium-sized enterprises are reminded that on 
1) 


June 11, 1998, the federal government announced tax relief to help) 


address the Year 2000 computer compliance problem. When first — 


announced, the measure provided an accelerated capital cost 
allowance (CCA) deduction of up to $50 000 for computer hard-_ 
ware and software acquired by SMEs between January 1, 1998, and 


June 30, 1999, to replace equipment that is not Year 2000 compliat, 


oe The deadline for the acquisition of eligible computer equipment Wi 


(continued on page 
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Data as of May 12, 1999 


Co 1 d 1 Lt 1 OnNS The Canadian economy... 


| expanded 3.0 percent in 1998 and has posted modest output gains 
anufacturers are exhibiting increased optimism for the next three months. in the first wo months of the current year. 
+ i Statistics C= 9° “il 1996 Taccnte, RAFI. , : e 
\ccording to Statistics Canada’s April 1999 Business Conditions Survey, nearly The economic outlook... 
ne third of manufacturers indicated that they were planning to increase pro- has improved somewhat in recent months. The April consensus 


of private sector forecasts calls for real GDP growth of 2.8 percent 


luction in the next quarter. The survey results also reported that this increase ! : 
this year, up from 2.1 percent in January. 


ould be handled with approximately the same work force size. 
The unemployment rate... 
s Chart 4 illustrates, overall, medium-sized and large manufacturers tended to be jumped half'a percentage point to 8.3 percent in April, after holding 
lore optimistic about production expectations than small manufacturers for the steady at 7.8 percent for the first three months of 1999. This hike 
Bad atiarter of 1999, in the unemployment rate was the result of a sizeable increase in 
econd quarter o ‘ 5 : ‘ 
the number of job seekers, including a larger than usual influx of 
(continued on page 6) students into the labour force. Following very strong growth late 
in 1998, employment growth has levelled off so far this year. 


CPI inflation... 


5 stood at 1.0 percent in March, just above the 0.9 percent rate regis- 
Chart 4: Manufacturers’ Confidence: 


tered for all of 1998. The 1998 outcome was the lowest annual rate 
Projections of Next Quarter Production of inflation in 36 years (not accounting for 1994, when a sharp 
reduction in tobacco taxes depressed the CPI). 


30 : <—s —— 


The bank rate... 

was lowered 25 basis points by the Bank of Canada on March 31 
and May 4, triggering corresponding reductions in‘ the prime rate 
and other consumer and mortgage lending rates. With these most 
recent interest rate cuts, Canadian interest rates are once again below 
comparable U.S. yields across all maturities. 


LitacA 


The Business Conditions Survey... 

Small firms (<$10M revenue) shows that manufacturers were generally satisfied with prospects for 
— Medium-sized and large firms (>$10M revenue) production and employment in the second quarter of 1999. Twice 
elt ae ae as many manufacturers expect to increase production in the coming 


three months than those who expect to lower production. 
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Source: Business Conditions Surt 


The Canadian dollar... 
has rallied this spring after setting a record low last fall. The dollar 


Statistics Canada 


traded above 69 cents early in May, its highest level in nearly a year, 


: — boosted by a modest recovery in commodity prices. 
Chart 5: Working Capital Difficulties: 
Small and Medium-sized and Large Manufacturers 


The merchandise trade surplus... 
reached a near two-year high of $2.7 billion in January on the 
strength of surging exports to the robust U.S. economy. Although 


= the surplus subsequently slipped back to $2.6 billion in February, it 
14 ee es ie remains at a very high level. 
1 : Y The federal budget... 

was estimated to be in balance last fiscal year (1998-99) following a 
ne ial surplus of $3.5 billion in the previous year. This represents two 
: Small firms (<$10M revenue) straight years in which the federal books have been in the black, the 


Bi Medium-sized and large firms (>$10M revenue) first time this has occurred since 1951-52. 


Corporate profits... 

rebounded in the fourth quarter of 1998, but were still down 

5.3 percent on the year as a whole. Corporate profits in resource- 
based industries in particular have been strongly affected by a global 


0 plunge in commodity prices triggered by the Asian financial crisis. 
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q AQ 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 29 
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Source: Business Conditions Survey, Statistics Canada 
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(continued from page 5) 


The April 1999 survey also reported that problems with working 
capital are a relatively low priority for all firms. Only 1 percent of 
medium-sized and large manufacturers and 7 percent of small manu- 
facturers reported problems with working capital (see Chart 5 on 
page 5). The survey also found that 7 percent of all manufacturers 


reported that the shortage of skilled labour is a concern. 


BUSINESS 


ale he Bank of Canada reported that chartered bank loans to 


SMEs reached $52.5 billion in the fourth quarter of 1998, which 
represents a 1.3 percent decline ($53.2 billion) from the same 
quarter of 1997. Small loans to businesses declined by 4.6 percent 
over the last four quarters, while medium-sized loans to businesses 
registered a slight increase (1.3 percent) since the fourth quarter 
of 1997 (see Charts 6 and 7). However, large loans ($5 million 

or more) to enterprises have increased by 14.3 percent over the last 


four quarters. 


SELF- 


Employment 
he number of self-employed workers (as defined by Statistics 


Canada’s seasonally adjusted Labour Force Information, Catalogue 
No. 71-001) reached 2 614 900 at the end of the first quarter of 
1999, representing approximately 18 percent of the employed 

labour force. Over the first three months of 1999, the number of 


self-employed workers grew by almost 25 300. 


As illustrated in Chart 8, which details the percentage increase in 
self-employed by province from 1989 to 1998, British Columbia is 
in the lead with an impressive 72 percent increase in this 10-year 
period, followed by Alberta at 47 percent, Ontario at 43 percent 


and Newfoundland at 39 percent. 


Chart 6: Chartered Bank Small Loans 
to Businesses (less than $0.5 million) 
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Chart 7: Chartered Bank Medium-sized Loans 
to Businesses ($0.5 to $5 million) 
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Source: Bank of Canada 


Chart 8: Percentage Increase in 
Self-employed by Province, 
Annual Averages from 1989 to 1998 
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BUSINESS 
Bankruptcies 


he number of business bankruptcies in the fourth quarter of 1998 was up 
y 8.3 percent (to 2693 bankruptcies) compared with the third quarter of 1998 
‘from 2486 bankruptcies). However, business bankruptcies were down by 21 per- 
rent when compared with the fourth quarter of 1996 when 3408 business bank- 


uptcies were logged. 


Susiness liabilities involved in bankruptcies were up by 29.5 percent when com- 
raring the fourth quarter of 1998 to the fourth quarter of 1997 (a comparison 


f the fourth quarter of 1998 with the third quarter of 1998 is misleading 


lecause of a single large corporate bankruptcy that took place in this quarter) — 


2e Chart 9. 


‘he industries showing the biggest improvement in declining bankruptcy rates 
ver the last year were the fishing and trapping industries (30 percent), transpor- 
ton and storage industries (25 percent), health and social service industries 

4 percent), and wholesale trade industries (24 percent), followed by the logging 
id forestry industries (16 percent) and the real estate operations and insurance 
dustries (14 percent). By way of contrast, the mining, quarrying and oil 
[ploration industries reported an increase of 45 percent in the number of 


inkruptcies, followed by educational services industries (12 percent). 


Chart 9: Business Bankruptcies and Liabilities, 
Ist pe 1992 — 4th ee 1998 
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Source: Office of the Superintendent of Bankruptcy, Industry Canada 
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(continued from page 4) 

recently extended to October 31, 1999. Additional information on 
this measure is contained in Government of Canada News 

Releases No. 98-057, dated June 11, 1998, and No. 99-047, dated 
June 2, 1999, available on the Department of Finance Web site 
(http://www.fin.gc.ca), or by contacting the Distribution Centre in 
Ottawa by telephone (613) 995-2855 or fax (613) 996-0518. 


POBG 299 


‘Today's dynamic economy presents new challenges and opportun- 
ities for Canada’s 2.5 million small businesses to succeed in the 
21st century. That’s why the Government of Canada supports 
innovative opportunities for networking and development, such 
as the 26th International Small Business Congress (ISBC 799). 


The International Small Business Congress has championed the 
interests of small business around the world since its creation in 
1974. The annual congress is designed to bring the public and 

private sectors together to learn new ways for small businesses to 


prosper in the global economy, 


ISBC °99 will be held October 12-15, 1999, at the Metro Toronto 
Convention Centre. Cohosted by the Canadian Federation of 
Independent Business (CFIB), the focus of the congress is “Small 
Business...Smart Business.” There are four sub-themes: Interna- 
tional Smart, Technology Smart, People Smart and Entrepre- 


neurship Smart. 


“The ISBC is a great opportunity to share ideas and learn about 
the smartest business practices and policies from around the 
world,” says Industry Minister John Manley. “Ir also provides a 
forum to celebrate Canadian small businesses success stories and 


to promote Canada as a smart place to do business.” 


Mr. John Bulloch, chairman and founder of the CFIB, adds, “The 
congress is a practical way to get involved in small business issues 
and ideas for the 21st century. And the new format we are fea- 
turing will place a primary focus on panel discussions, providing 
the opportunity for individual entrepreneurs to get involved in 


the congress.” 


More than 1000 entrepreneurs, business and trade association 
leaders, suppliers of SME services, government officials and 
academics committed to strengthening small business are expected 
to attend. Sixty countries will be represented. A special Business 
Matching Program has been established to encourage information 


sharing and exploration of potential business partnerships. 


(continued on page 8) 


(continued from page 7) 


A special, half-day Entrepreneurs’ Program will also be part of 
ISBC 99, allowing hundreds of local SMEs to benefit from this 
gathering of small business leaders and experts. As well, an on-site 
business exposition will give up to 50 exhibitors a remarkable 


opportunity to present themselves to this international forum. 


For more details on the 26th ISBC, visit our Web site at: 


http://strategis.ic.gc.ca/isbe 


For information on congress fees, registration or hotel 


accommodation, please contact: 


ISBC ’99 Registration Secretariat 
Telephone: (613) 238-2304 

Fax: (613) 236-2727 
E-mail: isbc99@intertask.net 


For other information, please contact: 
The Congress Secretariat, Industry Canada 
Telephone: (613) 954-5478 
Fax: (613) 954-5492 
E-mail: isbc1999@ic.gc.ca 
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The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Entrepreneurship and Small Business 
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Equity Financing 


for Small Businesses 


If strategies are the “how to,” then investor forums are the medium that entre- 
preneurs may draw on when seeking partner investors and venture capital. 
Investor forums provide a venue to showcase the practicality and economic 
worth of new ideas, inventions and even product improvements. In an investor 
forum, entrepreneurs tell their stories to an assembly of venture capitalists and 
individuals with money to invest, with the hope of identifying the source of 
equity financing needed for their business. These innovative gatherings are | 
growing in popularity around the country as they actually bring results — 
several SMEs find needed equity financing through this approach. Several 
communities participating in the Canada Community Investment Plan (CCIP) 
have experienced considerable success with this recent phenomenon. London, 
Niagara Falls, Kitchener-Waterloo and Saint-Hyacinthe are but a few of those 


communities that continue to benefit from such activities. If you are interested 


in obtaining more information concerning investor forums or launching one 
in your community, contact Marsha Warren at (613) 952-5095 or by E-mail: 


warren.marsha@ic.gc.ca 


SME Financial Service 
Charges Calculator 


An SME Financial Service Charges Calculator is now available on Industry 
Canadas Web site Sources of Financing. This calculator is designed to help small 
businesses easily compare the monthly cost of most business bank accounts 
offered by the major nancial institutions in Canada. The calculator is based 

on an interactive questionnaire. Users will enter their individual financial service: 
usage profile. The program will use this to produce a highly tailored result by 
financial institution. This way entrepreneurs can compare the monthly cost of 
52 small business financial services accounts according to their specific usage 
profile. The calculator output helps small businesses to choose the service 


package that best suits their needs. 


Located on Industry Canada’s Sources of Financing site (http://strategis.ic.gc.cé 
sources), the SME Financial Service Charges Calculator complements an alread: 
extensive information base for the small business looking for financing. Using 
Sources of Financing, SMEs can locate traditional and alternative sources of 
financing. The site has a powerful, searchable database of financial providers; tip 
to improve chances of success in securing financing; and financing information 
about factors, leasing companies, venture capital and more. The site also offers 

a comprehensive tools section where users can find, among other things, an 
extensive reference library and the Lease or Buy Calculator that helps them 


decide whether to lease or buy business equipment. 
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PERFORMANCE 


Trends 


etween the first quarter of 1998 and the first quarter 


* 1999, almost 170 000 net new jobs were created in 


aoployer businesses in Canada — a significant decrease 


om the 380 116 jobs recorded during the same period 


, 


: 1997-98. 
} 


ore than one third of manufacturers intend to 


crease production in the coming three months. 


aartered bank loans to small and medium-sized 
iterprises (SMEs) reached almost $54 billion in the 
st quarter of 1999, approximately the same amount 
in the first quarter of 1998. 


i 


te the sharp gains in the aumber of self-employed 


CRG Neh wertcest ih 
http://strategis.ic.gc.ca/SSG/mi04698e.html 


LIFE CYCLES FOR 
CANADIAN SMEs 


N ew Business Entries: According to Statistics Canada data, in 1996, 

19 percent of all employer businesses (those with at least one payroll employee, 
not including self-employed) with fewer than five employees were new businesses. 
The rate of new business entries in this category has dropped steadily since 1984, 
when it was 23 percent. In contrast, the entry rate for businesses with between 

five and 19.9 employees was just 4 percent in 1996, reflecting a plateau of between 


3 percent and 4 percent that has been maintained since 1984 (see Table 1, on page 2). 


Job creation: In 1983, employer businesses with fewer than 100 employees 
represented 36 percent of total payroll employment. By 1996, their share had 
risen to 41 percent. Much of this increase can be attributed to the fact that 

these businesses were responsible for 68 percent of the gross job creation between 


1983 and 1996. 


Survival: Between 1989 and 1996, the survival rate of very small businesses (fewer 
than five employees) was much lower than that of larger businesses. Of businesses 

with fewer than five employees, 72 percent survived the first year, 44 percent were 
still alive after three years and only 32 percent were still in business after five years. 
In comparison, of businesses with between five and 99 employees, 90 percent 


survived the first year, 67 percent survived three years and 54 percent were still alive 
yi p ) 


(continued on page 2) 
ig 
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Recent Developments 


(continued from page 1) 


after five years. In 1996, 37 percent of all 
employer businesses in Canada had fewer 
than five employees and had been active for 


no more than three years (see Table 2). 


Table 1: Percentage of New Businesses 


by Size, in Canada 


Size (ALU*) 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 
<5 90 DT) DT DL Oe Oem) OmEG 18.4 18.6 18.7 i) 
519.9 ae AST MAD kA 43 434 49 (353.56 SCue an 
20-49.9 DS ey PS Ae 1G 27 "272~ 23) 23 S24P U4 ee 
50-99.9 MG Wes 2M Ws) iy kG) NS) la ig) LS) 2.0 
100-499.9 OS) 18 1.8 14. Ws WS ee 19) Se) MH 

| 500+ 0.8 08 17° Td "2060990. 0 (07 5507 en0) 0a eee 

All Sizes 1s.QmsiGn 17.7 178 | 17.2 167 05am. samt. TASES IS ele 
“Average labour unit 
Source: Employment Dynamics, Statistics Canada 


Table 2: Survival Rates of 
Newly Identified Firms by Cohort 


Life Status Size in Survival Rate 

1989 (ALU*) lyear 2years 3 years 4 years 5 years 

Alive in 1989 Micto (<5 

Born in 1990 Micro (<5 Ti «=A Aa Syke BB) 
Born in 1991 Micro (<5) i) SS) OE aH 
Born in 1992 Micro (<5 We Sel 3) 368 
Born in 1993 Micro (<5 13D Shi 2B 
Born in 1994 Micro (<5 BA 541 
Born in 1995 Micro (<5 71.9 
Born in 1996 Micro (<5) Weighted 2 A OL) 
Alive in 1989 SMEs (5-99.9 
Born in 1990 SMEs (599.9 Sul A OA Sa SIL. 
Born in 1991 SMEs (5-99.9) 897 782 69.0 62.2 568 
Born in 1992 SMEs (5-99.9 89.2 0 1675) = 604 
Born in 1993 SMEs (5-99.9 90.9 782 68.4 
Born in 1994. SMEs (5-99.9 90.5 78.2 
Born in 1995 SMEs (5-99.9 91.4 
Born in 1996. SMEs (599.9) — Weighted 89.9 77.1 67. 60.0 543 


“Average labour unit 


Source: Employment Dynamics, Statistics Canada 


JOBCreation 
Am 170 000 net new jobs were created in employer 


businesses in Canada between the first quarter of 1998 and 


the first quarter of 1999, a significant decrease from the 
380 116 jobs recorded during the same period in 1997-98. 
SMEs accounted for nearly 50 percent of this employment 


growth. 


As Chart 1 indicates, small and medium-sized firms posted 
a slight job loss in the first quarter of 1999, with the decrease 
more apparent in small firms. During this period, small firms) 
created 25 683 net new jobs, medium-sized firms increased j 
their payroll employment by 56 283 and large firms added 
86 082 net new jobs. 


| 
Chart 2 illustrates the quarter-by-quarter variation in employ 


ment by size of firm (excluding self-employment). It indicates 
that small firms experienced a net loss of jobs during the last. 


two quarters. 


The largest number of new jobs were added in the service 
sector (35 percent), followed by manufacturing (23 percent), 
trade (18 percent) and the construction industry 

(17.5 percent). Both the mining (10 461) and logging 


(3533) sectors registered a net decline in employment. 


i 
Small Business Quarterly — Vol. 1, Ne 


«| 


| 
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BUSINESS SIZE 
E Emp loyment 
: rends 
Business Size and 
its Change in Shares 

of Employment | 


Chart 1: Payroll Employment in Canada 


by Firm Size, All Industries ee a 
hange i in the Share of. Employment by Firm Size 


ver the Period 1989-1996} presents some interesting 


“observations. The data for average labour units (ALUs) 
— calculated by dividing the wage bill by the average 
wage for both full- and part-time workers for that 
industry, province and company | size — have shown 
teresting shifts between different sizes of firms in 


€ period 1989-1996. Over re was an increase 


‘in the number of firms, a corresponding increase in 

the number of ALUs and a decrease in the average 

number of ALUs per firm. As noted in Insights on..., 

the greatest growth in employment came from firms 
rich fewer than 20 ALUs. This i is because of an 


iC) LO). AOD LUO NSLOD IN PLOLI NIN ELON» nD Yon Ins Cop nD PLT om NLC OMINNNIDD CoN IND 0) NELOyINIIIN COMMER (0) 
1995 1996 1997 1998 1999 
Source: Survey of Employment, Payroll and Hours, Statistics Canada 


Chart 2: Change in Payroll Employment 
in Canada by Firm Size, All Industries 


_ This phenomenon can be examined in terms of 


—— Large firms (300+ employees) several factors, including the effects of the recession 


of 1991. The implication is that large firms, having 
achieved a certain critical mass, successfully managed 
_ to rationalize their operations to the point where 


: - they could reduce labour (perhaps in favour of capital 


investment). Evidence would suggest that, in the 


_ wake of the recession, they managed to maintain 


productivity with a “leaner” staff. It is possible that 


medium-sized firms were not in a position to ration- 


Total Employment (Millions) 


alize and, therefore, increased staff as the economy 


ae SmallGires (0-49 employees) a Ate sized firms (50- 299 employees) 


OQ NNNO nT OO ee mL © 2 UO EO TQ) 3Q 1Q ae 61FOO19XPE, Vol. 3, No. 2, accessible at 
1995 1996 1997 1998 1999 


Source: Survey of Employment, Payroll and Hours, Statistics Canada 


(continued on page 4) 


all Business Quarterly — Vol. 1, No. 3 


Data as of August 6, 1999 


The Canadian economy... expanded a stronger-than- 
expected 4.2 percent (annual rate) in the first quarter. of 1999, 


with broad-based gains in both domestic and external markets. 
Monthly data for real GDP point to continued growth in the 
second quarter of the year. 


The economic outlook... has improved considerably in 
recent months. The June consensus of private sector forecasts 
calls for real GDP growth of 3.2 percent this year and 2.6 percent 
in 2000. 


The national unemployment rate... was 7.7 percent 
in July, up slightly from 7.6 percent in the previous month (the 
lowest unemployment rate in nine years). Employment rose by 
40 000 in July, bringing year-to-date gains to 116 000. 


Inflation... remains in check. The year-over-year rate of CPI 
inflation remained at 1.6 percent in June, well within the Bank 
of Canada’s official target range of 1—3 percent. 


The prime rate... dropped 25 basis points to 6.25 percent 
early in May, its lowest rate since January 1998. The prime rate 
is the benchmark for many consumer and commercial loans. 
Canadian interest rates are now below comparable U.S. yields 
across all maturities. 


The Business Conditions Survey... shows that more 
than one third of manufacturers intend to increase production 
in the third quarter of 1999. 


The Canadian dollar... staged a modest recovery in the 
spring, in line with firming commodity prices, but has since fallen 
back given concerns of higher interest rates in the United States. 


Merchandise exports... increased by 10.4 percent in the 
first five months of 1999 compared with the same period in 
1998. The trade surplus totalled $12.2 billion from January to 
May, up from $7.0 billion last year. 


The federal budget... was estimated to be in balance last 
fiscal year (1998-99), following a surplus of $3.5 billion in the 
previous year. This represents two straight years in which the 
federal books have been in the black, the first time this has 
occurred since 1951-52. 


The housing sector... posted its largest gain in nearly three 
years in the first quarter of 1999, shaking off a year-long slump. 
Available data point to a continued rebound in housing in the 
second quarter, boosted by rising consumer confidence and 
historically low interest rates. 


Corporate profits... rose sharply in the first quarter of the 
year, extending their recovery from sharp losses in the first half 
of 1998. The recent firming of commodity prices has provided 
some support to the profit outlook in resource-based industries. 


& 


(continued from page 3) 

(and presumably their business) expanded. Those firms that survived 
(bearing in mind that there was a notable decrease in the number of 
medium-sized firms during this period) were probably in the best shape 
to weather a difficult economic slowdown, and likely built on earlier 


successes (resulting in increases in the ALUs per firm). 


Large Firms by Sector 


Insights on... more thoroughly examines the phenomenon of declining 
ALUs per firm among larger firms (more than 500 ALUs) by breaking 
down the data among goods and services producers and their sub-sectors. 
In the goods sector, there was a significant disparity in the decline in 
ALUs-per-company figures (the highest was in mining and the lowest was 
in construction). As firms tend to focus on their “core competencies,” the 
notion that related upstream industries may become separate businesses 
(that then supply to the parent firm) is quite plausible. It appears that a 
similar situation may be occurring in services, with the exception of retail 


trade, business services and education services, all of which experienced an 


increase in ALUs per company. In this case, smaller, albeit related, businesses}! 


are probably being established. In the accommodation industry, for example, 


hotels might be separating guest services from conference facilities. 


Small Firms by Sector 


In contrast to large firms, businesses with fewer than 20 ALUs per firm 
showed overall increases in the number of businesses, the number of ALUs 
and the ALUs per business, with some notable exceptions. A decrease 

in the number of businesses appears to be less an indicator of declining 
employment than a decline in ALUs per business. While the number of 
firms dropped significantly in two sectors, agriculture (by 8553 firms) 
and retail trade (by 4826 firms), the total number of employees increased 
by 4300 and 27 700 respectively (the number of firms also dropped in 
the construction industry, with a corresponding decline of 28 400 ALUs). 
Both sectors also had an increase of 0.3 ALUs per firm. In the real estate 
and insurance industry, although the total number of firms increased by 
299, the total number of employees dropped by 4300 as the ALUs per 


firm declined by 0.2. 


Hen ett nN 


Chart 3: Manufacturers Confidence: 
Projections of Next Quarter Production 


== Small firms (<$10M revenue) 


— Medium-sized and large firms (>$10M revenue) 


0 
1Q.2Q 3Q 4Q 1Q 2Q 3Q 4Q 1 2Q 3Q 4Q 1Q.2Q 3Q 4Q 1Q 2Q 3Q.4Q 1Q 2Q 3Q 4Q 1Q.2Q 3Q.4Q 1Q 2Q 3Q4Q 1Q 2Q 3Q 4Q 1Q2Q3Q 
1990 1991 19921993 1994 1995 19965 e197; 1998 1999 


Source: Business Conditions Survey, Statistics Canada 


Chart 4: Working Capital Difficulties: 
Small and Medium-sized and Large Manufacturers 


16 
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Source: Business Conditions Survey, Statistics Canada 
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BUSINESS 


Conditions 
ccording to Statistics Canada’s July 1999 Business 


Conditions Survey, manufacturers are very optimistic 
about production prospects in the coming quarter. 
More than one third of manufacturers intend to 
increase production in the coming three months. It 
is worth noting that this was the second consecutive 
quarter in which optimism concerning production 


prospects increased. 


As Chart 3 illustrates, on a four-quarter moving 
average basis, medium-sized and large manufacturers 
tended to be more optimistic about production 
expectations than small manufacturers for the third 


quarter of 1999. 


Most manufacturers surveyed in July stated that the size 
of their work force would change little in the coming 
three months. The survey also reported that working 
capital concerns continue to be a low priority for both 
SMEs and large firms. Only 4 percent of medium- 
sized and large manufacturers and 7 percent of small 


manufacturers reported problems with working capital 


(see Chart 4). 


BUSINESS 
IL OMS 


a... bank loans to SMEs reached almost 


$54 billion in the first quarter of 1999, approx- 
imately the same amount as in the first quarter 

of 1998. Small loans to businesses declined by 

5 percent over the last four quarters, while medium- 
sized loans to businesses registered an increase 

(3.4 percent) since the fourth quarter of 1998 

(see Charts 5 and 6). However, large loans 


($5 million or more) to enterprises have increased 


slightly over the last four quarters. 


—— ne 


Chart 5: Chartered Bank Small Loans 
to Businesses (less than $0.5 million) 
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Chart 6: Chartered Bank Medium-sized Loans — 
to Businesses ($0.5 to $5 million) | 
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Chart 7: Number of Self-employed by Gender, 
Annual Averages from 1989 to 1998 
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I, 
| Chart 8: Business Bankruptcies and Liabilities, 
Ist Quarter 1992 — Ist Quarter 1999 

40 

) # Bl Liabilities 

vee # of Bankruptcies 

> 3.6 ES 
3 § 
ee | ee ee Ee = 
3 - 
| | Gl Gimkaananl | (al) eens Gee (eel AY, 
& 3 
aa) Ss 
: x 


s 
co 


0. 
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 
1992 1993 1994 1995 1996 1997 1998 1999 


Source: Office of the Superintendent of Bankruptcy, Industry Canada 


SELF - 


Employment 
AS the sharp gains in the number of self-employed 


workers (as defined by Statistics Canada’s seasonally 
adjusted Labour Force Information, Catalogue 

No. 71-001) in 1997-98, growth in self-employment 
slightly weakened in 1999, falling to 2 535 400 workers 
at the end of July 1999. This represents approximately 
17.7 percent of the employed labour force. Between 
May and July 1999, the number of self-employed 
workers declined by almost 57 100. 


As illustrated in Chart 7, at the end of 1998 there 
were 1 634 000 self-employed male workers (almost 
65 percent). It is worth noting that the female share of 
self-employment has been increasing at a steady pace 
since 1989, when there were 560 500 (31 percent) 


selfemployed women. 


BUSINESS 


Bankruptctes 
ai... were 2764 business bankruptcies reported 


in the first quarter of 1999, an increase of 2.6 percent 
from the 2693 bankruptcies in the fourth quarter of 
1998. However, business bankruptcies in the first 
quarter of 1999 were down by 4.4 percent when 


compared with the same period last year. 


Business liabilities involved in bankruptcies were up 
slightly in the first quarter of 1999 compared with 
the first quarter of 1998 (see Chart 8). 


Several industries showed significant improvements 
in bankruptcy rates between March 1998 and 
March 1999. Among the larger declines were the 
fishing and trapping industries (70 percent), the 
health and social service industries (29 percent), 


and the accommodation, food and beverage service 


industries (25 percent). In comparison, the mining, quarrying 


ia and oil exploration industries reported an increase of 58 percent 


in the number of bankruptcies, followed by agriculture and 


related services industries (12 percent rise). 
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RECENT 
Developments 


International Small 
Business Congress: 
Small Business... 
Smart Business 


AR Canadian entrepreneurs, small business people and others 


with an interest. in SMEs are welcome to attend the International 
Small Business Congress (ISBC ’99), which will take place in 
Toronto, October 12-15, 1999. Co-hosted by Industry Canada 
and the Canadian Federation of Independent Business (CFIB), 
ISBC °99 is a leading global forum for exchanging information 
about innovative small business practices and policies. More 
than 1000 delegates from as many as 60 countries are expected 


to attend. 


This year’s theme is Small Business...Smart Business, and the 
sub-themes are International Smart, Technology Smart, People 


Smart and Entrepreneurship Smart. Delegates will hear practical 


Small Business Quarterly 
Entrepreneurship and Small Business Office 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Entrepreneurship and Small Business 
Office of Industry Canada. 


Please send your comments to the editor: 
Rizak Abdullahi 
Entrepreneurship and Small Business Office 
Industry Canada 
Room 505A 


235 Queen Street 

Ottawa ON K1A 0H5 

Tel.: (613) 954-3601 

Fax: (613) 954-5492 

E-mail: abdullahi.rizak@ic.gc.ca 


© Her Majesty the Queen in Right of Canada (Industry Canada) 1999 
ISSN 1205-9099 
52859B & 10% recycled material 


advice from entrepreneurs and small business people who have achieved 
outstanding success, and learn from leading experts such as author Don Tapscot 
world-renowned authority on the information age. They will be able to discuss 
realistic solutions to problems and share success stories with other small business 


people and entrepreneurs from North America and around the world. 


DISCOVER the latest innovations in smart business 


practices in sessions on: 


Innovative Financing to Reach SMEs 

Trading Blocks: Opportunities and Limitations for SMEs 
Partnerships and Joint Ventures: Opportunity or Illusion for SMEs? 
Small Business Information “On Line” 

Successful Management of the Family Business 

Building Human Capital: Best Practices of SMEs 

Employee Training in Small Business / What Works, What Doesn’t 


E-Business Communities and Small Business 


DISCUSS a wide range of critical issues facing SMEs 


The ISBC °99 program maximizes opportunities for discussion. Following shos 
presentations by the experts, there will be 45 minutes of discussion and questic 
and answers in most plenaries and all sessions. The Knowledge Café features 
small group discussions with experts on a variety of important issues, such as 


electronic commerce, export financing and international partnerships. 


ESTABLISH valuable contacts that could lead 


to new business 


The ISBC °99 Matching Program will connect delegates with each other for 
one-on-one discussions. All ISBC delegates can register for the Matching 
Program, which includes an on-line directory of participants and their areas of | 
interest, and a telephone help desk. Participants will be able to arrange on-site 
appointments in private rooms, use the Matching Program Help Desk and 
attend a Matching Breakfast on October 14. 


The Business Exposition will showcase services and business solutions for SME: 
and a varied and exciting social program will maximize networking between 


domestic and international delegates. 


“ISBC °99 is a great opportunity to share ideas and learn about the smartest busines 


practices and policies from around the world.” 


The Honourable John Manley, Minister of Indust 


For more information and on-line registration, visit the ISBC 99 Web site at: 
http://strategis.ic.gc.ca/isbe 
E-mail: isbc1999@ic.gc.ca 
Tel.: (613) 954-5478 
Fax: (613) 954-5492 
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a 


PERFORMANCE 
Trends 


tween the second quarter of 1998 and the second 
harter of 1999, more than 175 000 net new jobs were 
leated in employer businesses in Canada. Small and 


ledium-sized enterprises (SMEs) represented 60 percent 


‘this employment growth. 


he number of employer businesses in Canada continues 


} rise, reaching 1 833 005 in June 1999. 


he growth in self-employment has recently been 
abilizing. In October 1999, the number of self- 
| nployed workers was 2 533 400. 

_ Tanufacturers remain positive about production 
! rospects for the next three months. One in three 
 anufacturers (34 percent) stated an intention to 
_ icrease production in the coming quarter. 


‘he Bank of Canada reported that chartered bank 
ans to SMEs reached more than $54 billion in 
he second quarter of 1999. 


in the second quarter of 1999, the 
of business bankruptcies was 


y 7.2 percent compared with 


er 1999 


eS See R 


http://strategis.ic.gc.ca/SMEquarterly 


INTERNET USE 
AMONG SMEs: 


e e 
Recent Findings 
Tt Canadian Federation of Independent Business (CFIB) recently released 


its report Virtually a Reality — Results of 1999 CFIB Survey on Internet Use 
Among Small- and Medium-sized Firms. The survey, conducted between January 
and June 1999, measured the responses of the owners of 18 514 SMEs. Given 
the increasing importance of electronic commerce (e-commerce), the results 
were quite encouraging: 61 percent of business owners indicated that they 

are connected to the Internet, almost twice the number revealed by a survey 
conducted just two years earlier. Internet access was strongest among businesses 
in British Columbia, Alberta, Ontario and Nova Scotia, and less prevalent in 


Saskatchewan and Quebec. 


SMEs are going beyond merely accessing the World Wide Web to setting up their 
own Web sites. Eighteen percent of SMEs indicated that they had their own site, 
although this figure varied depending on the size of the business. For example, 
although only 12 percent of firms with fewer than 5 employees had their own 
Web site, that figure jumped to 18 percent for firms with 5-19 employees and 
increased to 26 percent for firms in the 20-49 employee range. 


Internet use also varied between sectors. For example, although 85 percent of 


firms in the business services sector use the Internet, only 48 percent of retail 


(continued on page 7) 
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JOB Creation 


Bee the second quarter of 1998 and the 
second quarter of 1999, more than 175 000 net new 
jobs were created in employer businesses in Canada, 
a pace of job creation significantly lower than the 
276 996 net new jobs created in the same period in 
1997-98. SMEs represented 60 percent of this 


employment growth. 
ploy 8 


The service sector accounted for the largest increase in 
new jobs in the second quarter of 1999 at 37 percent, 
followed by the trade (33 percent) and manufacturing 
(16 percent) sectors. SMEs accounted for the majority 
of new jobs in these high-growth sectors: 79 percent 

of new jobs in the construction sector and 69 percent 


in the trade sector. 


Chart 1 illustrates the quarter-by-quarter variation 
in employment by size of firm (excluding self 
employment). Of the 175 000 net new jobs created 
during this period, small firms contributed almost 
18.4 percent (32 177) of this employment growth, 
medium-sized firms 41.8 percent (73 194), and large 
firms 39.9 percent (69 677). Chart 2 illustrates that 
SMEs are responsible for the greater share of 


‘employment when compared to large firms. 


Chart 1: Payroll Employment in Canada 
by Firm Size, All Industries 


Employment (000s) 
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Source: Survey of. Employment, Payroll and Hours, Statistics Canada 


Chart 2: Payroll Employment 


SMEs and Large Firms 
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Source: Survey of Employment, SMEs 


Large firms 
Payroll and Hours, Statistics Canada (1-299 employees) 


(300+ employees) 
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NET EMPLOYER 
Businesses 


ccording to the Business Register Division, the number 
of employer businesses in Canada continues to rise, reaching 
833 005 in June 1999. Of all 


established businesses in Canada, 


Been chavefewerthan Table 1: Establishments by Employment Categories 
BP pleyees 976 petdenchave and Province or Territory, June 1999 
fewer than 49 employees, and Number of Employees 
| _ Province or Territory Total Indeterminate* 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 
iulmost 99 percent have fewer than 
_ Newfoundland 23 678 Seu iti 36 «Tsis 10ey 3m) te = 78 
| _ Ther I 
4 oS we ae Prince Edward Island 9 584 Desg. ale Peg 7s 19 
2337 establishments in Canada "Nova Scotia AS 310 113.925, 18712 5339 3080-2443 OA 37 TL 
with more than 500 employees New Brunswick 39 900 17303 e753 eer) 2105/02 Ol 271 122 49 
© ru Quebec 437381 195330 154594 37481 23518 16833 5557 2351 1124 593 
Ge Table 1). Ontario 622325 294209 185308 55650 39267 30092 9990 4816 2046 947 
Manitoba 66627 31007 20075 6109 4550 3122 1037 425 200 102 
Table 2 provides the number of Saskatchewan 85567 44420 25132 7451 4751 2607 668 32 147 #67 
Jusinesses in Canada by province Alberta 230 725 105872 72472 21692 15266 10256 3091 I Bills) 544 213 
ee cae British Columbia 266203. ~=—«111 57892203»: 26790 «18232 11813 3331 1418 602 236 
Bee iedustry,.2s of June 199). Mabon lenny 2618 uf 6 “eee i is ve it) ie 
Northwest Territories 2 447 684 764 440 285 172 57 30 14 1 
Nunavut 640 WZ 18 13 100 64 25 7 3 : 
Canada 1833005 818.785 602996 170353 115475 81050 25456 11506 


Source: Business Register Division, Statistics Canada 


“Establishments that do not have employee payroll 


Table 2: Establishments by Province and Industry, June 1999 


Indust Nfld. PEI. NS. NB. Que. Ont. Man. Sask. Alta. B.C. YT. N.WT. Nun. Canada 
| Agricultural and related services S270) 7 COS S524 38132904 AO hal amo 0109 8 006 31 12 - 150 588 


Fishing and trapping 612 SSO) ASO) LSI 922 259 121 Dp 50 it 79) 6 14 6 9 085 
Logging and forestry 254 66 883 1344 5590 2461 243 342 1 134 6 301 18 14 1 18 651 
| Mining (including milling), 
quarrying and oil wells 95 5 118 5 S/S era 76 188 1162 7 823 1 690 124 36 1 13 692 
Manufacturing 1 068 465 2527 1968 29225 36686 PN PSS) 8 964 13 045 69 54 17 99 524 
. Construction 2 480 902 5177 4612 42416 70491 6074 5549 27175 37 589 373 326 89 203 253 
Transportation and storage 1258 413, 2032 =2879 19805 23020 3529 3448 11 996 12 343 150 189 30 81 092 
Communication and other utilities 224 68 434 365 3 44] 3 978 467 454 1 D5 1 895 31 47 17 13 146 
Wholesale trade 1 473 447 3054 2362 31878 44667 4027 3840 13 108 18 011 99 115 24 123 105 
Retail trade 4354 1220 6867 5946 66055 82199 TO) GRE DSW 30 604 289 252 83 235 811 
| Finance and insurance 981 534 2763 2095 33340 53 628 4710 4253 14 435 20 834 198 160 28 137 959 
Real estate operators and : 
insurance agents 1 168 432 2539 1945 28094 48 857 3814 3393 13 637 23 350 132 151 58 127 570 
Business services 1590 458 3621 2834 52475 89265 4650 3816 33234 33 037 281 283 57 225 601 
Government services 456 133 27 349 2081 1 334 426 1096 616 855 108 118 3] 7 860 
Educational services 294 118 418 354 2949 4490 580 528 1 720 2 063 39 40 13 13 606 
Health and social services 2 484 500 2685 2453 20158 29861 BD DEANS 9922 14 623 135 63 72 89 073 
Accommodation, food and 
beverage services 7: See DB sl WSs) Sbysyiil 3265 3431 10 110 15 012 226 145 48 103 413 
Other services 2759 1001 4907 4366 45537 61358 6302 5969 21 849 25 226 309 328 65 179 976 
Total 23 678 9584 45310 39900437 381 622325 66627 85567 230725 266 203 2618 2447 640 1 833 005 


Source: Business Register Division, Statistics Canada 
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as SELF- 
Data as of December 3, 1999 
B Employment 


The Canadian economy... expanded a strong 4,7 percent (annual rate) in the third quarter 

of 1999, the fourth consecutive period of solid growth. There was a sharp advance in exports, due rT p 
to the robust demand from the United States. Investment in machinery and equipment, and he number of self-employed workers (as defines 
housing slowed after a particularly strong second quarter. Consumer spending maintained healthy by Statistics Canada’s seasonally adjusted La hoi Ea 4 
growth, advancing on the strength of durable goods purchases. : Information, Catalogue No. 71-001) reached i 


The economic outlook... has improved considerably in recent months. The October 2 533 400 in October 1999, a 2.4 percent decline | 
consensus of private sector forecasts calls for real GDP growth of 3.6 percent this year and (62 000 fewer jobs) from the same period in 1998. | 
2.9 percent in the year 2000. ‘ 
The growth in self-employment has recently been 
The national unemployment rate... dropped to 6.9 percent in November, its lowest stabilizing. Compared with the highest posted level 


level since 1981. Employment rose by 60 000 in November, bringing year-to-date gains to 
313 000. 


of self-employed workers, which was recorded in 


February 1999, the October 1999 level shows a 
Inflation... remains in check. The year-over-year core rate of CPI inflation stood at 1.6 percent : 

: decline of 3.4 89 500 fe bs). 
in October, well within the Bank of Canada’ official target range of 1-3 percent. The headline aude: passes AUS) 
rate of inflation stood at 2.3 percent in October, based on higher energy prices. The core rate | Chart 3 shows that the growth trend of selfemployed 


ludes the volatile food and mponents. 
Os eee ee has stabilized for the last year. 


The prime rate... dropped 25 basis points to 6.25 percent early in May, its lowest rate since. 

January 1998, where it remained until its quarter point increase in late 

November. The prime rate is the benchmark for many consumer and = 

commercial loans. 

aes ee 3 Chart 3: Number of Self-employed 
The October Business Conditions Survey... showed that more ; 

than one third of manufacturers were intending to increase production in the in Cana da, 1996 to 1999 


fourth quarter of 1999. 


- The Canadian dollar... continues to hold its strength against the U.S. 

~ dollar and other major foreign currencies (with the exception of the Japanese 

yen), supported by the rising prices of gold and other commodities. These 
upward pressures on the dollar continue to be moderated by concerns of 
higher interest rates in the United States. 


Merchandise exports... increased by 11.9 percent in the first nine 
months of 1999 compared with the same period in 1998. The trade surplus 
fell to $2.5 billion in September, after reaching $3.6 billion in August, its 
highest level since September 1996. The cumulative trade surplus since 
January remains almost double the level posted for the same period of 1998. ANAND) Sa Sr 2 ae See 


Self-employment (000s) 


The federal budget... recorded a surplus of $2.9 billion 250 Oe Nev De Jan Rb Mar Ape May fn Jl ig Sep 0 No 
in fiscal year 1998—99, following a surplus of $3.5 billion in 1997-98. es el 

This represents two consecutive years in which the federal books have been er timc ic ge eae 
in the black, the first time this has happened since 1951-52. 


Housing investment... rose 2.5 percent in the third quarter, following two quarters of very 
_ strong growth. Rising consumer confidence and historically low interest rates — as well as second 
quarter gains in new housing construction, renovations and resale activity — all point to a 
_ sustained recovery from the slump experienced in 1998. 


Non-residential construction... rose 8.5 percent (annual rate) in the third quarter (after 
five periods of decline), marking the third consecutive quarter of solid growth. 


Retail sales... rose 0.4 percent in September to $22.2 billion, marking the fifth consecutive 
monthly gain. 


_ Corporate profits... rose 49.6 percent (annual rate) in the third quarter of 1999, following 
healthy increases in the previous three quarters, extending the recovery from the sharp losses 
suffered in the first half of 1998. The recent firming of commodity prices has provided some 
support to the profit outlook in resource-based industries. 

4 | 
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BUSINESS 


Conditions 


Ame to Statistics Canada’s October 1999 Business 


Conditions Survey, manufacturers remain positive about production 


prospects for the next three months. As in the last two surveys, 


one in three manufacturers (34 percent) stated an intention to 


Chart 4: Manufacturers Optimism: 
Increases in the Next Quarter Production 


~~ Small firms (<$10M revenue) 


— Medium-sized and large firms (>$10M revenue) 


‘ le eee ee 7 
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Source: Business Conditions Survey, Statistics Canada 


Chart 5: Working Capital Difficulties: 


“Small and eS, and Large Manufacturers 
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Source: Business Conditions Survey, Statistics Canada 
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increase production in the coming quarter, and 68 per- 
cent said their work force would change little in the 
next three months, down slightly from the 70 percent 


reported in July 1999. 


As Chart 4 illustrates, on a four-quarter moving 
average basis, for the fourth quarter of 1999, small 
manufacturers tended to be less optimistic about 
production capacity than medium-sized and large 
manufacturers. While there has been a general upward 
trend in manufacturers’ optimism since 1991, the latest 
recorded levels still fall short of the high recorded in 
the first quarter of 1995. 


A shortage of unskilled labour is a preoccupation for 
2 percent of all manufacturers; a skilled labour shortage 


continues to be a concern for 7 percent. 


The October survey reported that while 7 percent of 
small manufacturers reported problems with working 
capital, only 1 percent of medium-sized and large 
manufacturers expressed a concern with working 


capital (see Chart 5). 


Chart 6: Chartered Bank Small Loans 
to Business (less than $0.5 million) 
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he Bank of Canada reported that chartered bank loans* eee an ae 1g cee 
to SMEs reached more than $54 billion in the second quarter OTA 20 30 HQ IQ 29 19 IQ 20 co aie ae pes ee ‘1999 
1992 1993 199 1 
of 1999, Small loans accounted for 23 percent of the total Source: Bank of Canada 


(see Chart 6), medium-sized loans made up slightly more than 


31 percent (see Chart 7) and large loans (more than $5 million) 


represented 46 percent. Chart VE Chartered Bank Medium-sized Loans 
to Business ($0.5 to $5 million) 


*Not including the following loans: non-residential mortgages, agricultural loans, 


customers’ liability under acceptances and other business loans. 


$ Millions 
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($ Millions) 
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ii, the second quarter of 1999, the number of business 


| Chart 8: Business Bankruptcies and Liabilities, 
bankruptcies was down by 7.2 percent (2564 total bankruptcies) Wee Quarter 1992 om Dae Quarter 1999 


from the first quarter of 1999, and down by 5.6 percent from the 


were Be here 3 ; 4.0 = = . 7) 2.4 | 
same period in 1998. The liabilities associated with these bank- = 
Liabilities 
ruptcies, however, increased by 5.7 percent between the firstand OU a ann = ee na ans "NGS ==" OS ae 
E Ms 9-7 P | ~— # of Bankruptcies | 
second quarters of 1999 and by almost 30 percent between the PG) Soe on ee Ee Ne eee 19 
i=) \ | 
second quarters of 1998 and 1999 (see Chart 8). 2 ions PA meee | coer |) ree 8 be. 
Sey Pi eee rr 
a ! 
The industries showing the largest decline in bankruptcy rates Z 3.2L |) fel ewer ey gee A Ne ay, 4 
: . 5 
between June 1998 and June 1999 were educational services EP Fink N ee eG te ee 
(-54 percent), fishing and trapping (-52 percent), real estate eal | \ 
: é , me Poe My gg 1g — owe 10.9 
operations and insurance agencies (-27 percent), and health | ] \ R. 
and social services (-24 percent). In comparison, the mining, 2.6 at ae F i i Pe 
quarrying and oil exploration industries reported a 54 percent 24 0.4. 
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Source; Office of the Superintendent of Bankruptcy, Industry Canada 


transportation and storage industries (23 percent increase). 
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FINANCIAL 
ERFORMANCE 


SS mail Businesses in Canada 


n November 15, 1999, Statistics Canada released its Financial Performance 
ators for Canadian Business for 1998. Small businesses in Canada continued 
) show relatively impressive performances in 1998. The 5.6 percent rate of 
turn on assets for non-financial industries is a significant 1.4 percent increase 
om 1997. This increase is particularly noteworthy given the fact that small firms 


| Canada do not benefit from the economies of scale — and associated greater 


cess to foreign markets — enjoyed by larger businesses. 


nother positive sign is that all 


For the purpose of this release, 
Statistics Canada defines large firms 


as those with annual revenues in 


aall firms in the industries studied 
orded increases from the previous 
ars. On closer examination, the data 
ow that the three-year rate of return excess of $75 million, medium-sized 
firms as those with between 
$5 million and $75 million in 
annual revenues, and small firms 
as those with between $50 000 and 


$5 million in annual revenues. 


1 assets for small businesses was 

ighest in the mining (7.1 percent) and 
tvice (6.9 percent) industries; the 

rail trade industry showed a relatively 


w 2.7 percent. 


uere was a wider discrepancy between the goods-producing sectors. For 

ample, manufacturers of wiring devices that do not carry a current (switch 

xes, wall plates, etc.) were the most profitable from 1996 to 1998, with a 
ree-year average annual return on assets of 15.7 percent. Biscuit manufacturing 
d the lowest three-year average annual return on assets (-0.7 percent). An even 
der range of return on assets exists in the service sector — the top performer is 
her social service practitioners” at 25.3 percent and the least successful sector 


“other racetracks” at -0.8 percent. 


ntinued from page 1) 
sinesses are users. Likewise, the construction, hospitality and personnel services 


stors were less likely to use the Internet. 


e report reveals that selling over the Internet can present the largest hurdles, as 
nvolves issues such as computer system and software costs, credit card usage, 
bility issues and employee skills development. Issues such as encryption, 

purity and government standards are also considerations that SMEs must take 
fo account when setting up e-commerce systems. However, the report notes 
t, fortunately, Internet providers and banks are increasingly giving SMEs 


pport in these areas and encouraging SMEs to understand and eventually 


erease their business through this tool. 


te complete report is available on the CFIB Web site at 


tp://www.cfib.ca/research/reports/virtual_e.asp 
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RECENT 
Developments 


Highlights: International Small Business Congress 
(SBC 99) Toronto, October 12-15, 1999 


Te Government of Canada, through Industry Canada, was 
pleased to join the Canadian Federation of Independent Business 
(CFIB) in hosting the 26th International Small Business Congress 
(ISBC °99), held recently in Toronto. The theme was Syall 


Business...Smart Business. 


ISBC °99 was a partnership event, largely funded by sponsors and 
registration fees, and endorsed by key small business groups from 
Canada and around the world. ISBC 799 attracted more than 


900 participants from more than 50 countries. 


Entrepreneurs, association leaders, academics, government officials 
and others who support and work with small business spent three 
days discussing and debating the essential elements of small business 


success in the knowledge-based economy of the 21st century. 


Extra efforts to attract the owners and employees of Canadian small 


businesses included: 


* a program designed by the private sector that featured practical 
sessions on topics ranging from innovative financing to 
electronic commerce, and that was structured to maximize 


discussion and participation; 


(continued on page 8) 


(continued from page 7) 


* a targeted half-day entrepreneurs’ program where delegates 
heard practical advice from entrepreneurs who have achieved 


outstanding success; 


* a business exposition showcasing Canada’s smart business 


solutions; 


* a matching program that used an Internet site with live e-mail 
links to delegates, on-site meeting rooms and a telephone help 


desk to connect delegates with similar interests; and 
* — special attendance rates. 


Feedback from foreign and Canadian delegates indicates that ISBC 


°99 is an event Canada can be proud to have hosted. 


Congress highlights, discussions and related events included the 


following: 


¢ A keynote address from Canada’s Don Tapscott, Chair of the 
Alliance for Converging Technologies, and world-renowned 
authority on the information age. Mr. Tapscott emphasized 
that small businesses have to use the Internet as a new way to 
connect with their customers and suppliers, government and 


each other. 
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The Knowledge Café, where small groups of entrepreneurs and others had the. 
chance to question leading Canadian experts on subjects such as angel 


\ 
investors, on-line networking and secure e-commerce. | 
The release of an international study which revealed that, of the countries . 


surveyed, Canadians have the highest level of respect for small businesses, 
although small business owners are also well respected in the other countries | 
surveyed. Conducted by Goldfarb Consultants on behalf of the CFIB and 
Scotiabank, the study showed that Canadians see small business owners as 
motivated and innovative people who care about the communities in which 


they operate and understand customer needs. Small businesses are seen as 


o 
major contributors to the economy around the world, and global willingness 
to work for a small business is strong. For example, 75 percent of American 
and 69 percent of Canadian respondents are either very likely or somewhat 


| 


likely to work for a small business. 


Discussion about the Global Entrepreneurship Monitor (GEM) project, an 
international network of experts studying the relationship between entrepreneu 
ship and economic growth. The level of entrepreneurial activity was positively 
correlated with recent gains in GDP for all 10 countries studied. Based on first 
year results, the evidence is compelling that Canada has a high level of entrepre 
neurship. The study estimated that 6.8 percent of all adults in Canada are 
actively trying to start a business. This places Canada second, behind only the 
United States, among the 10 nations studied. The study identified access to 
capital as the single largest barrier to business start-ups and growth in Canada, 
with a financing gap for equity for amounts less than $750 000 and a lending 


gap for loans less than $100 000 from institutional lenders. 


The demonstration by Congress participants of a high level of interest in 
e-commerce. As well as hearing practical advice from Canadian e-commerce 
leaders, participants discussed a 21-country survey of the adoption and use 
of e-business by SMEs. Conducted by PricewaterhouseCoopers for the Asia- | 
Pacific Economic Cooperation Telecommunications Working Group, the | 
survey showed that the most important benefits of e-business for SMEs are 
perceived to be improvements in customer service, information exchange with 
customers and customer loyalty. Among other issues, the study discussed the 
levels of awareness of e-commerce, including the realization that e-commerce | 


is more than having a Web site. 
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Canada 


PERFORMANCE 


Trends 


ore than 192 000 net new jobs were created in 
ployer businesses in Canada between the third 
arter of 1998 and the third quarter of 1999, a 
zhtly lower base of job creation than the 208 000 
»s recorded during the same period in 1997-98. 


cording to the Business Register Division of 
tistics Canada, the number of employer 
sinesses in Canada continued to rise, and 
ched 1 970 099 in September 1999. 


e number of self-employed workers grew by 
percent from January 1999 to January 2000. 


e overwhelming majority of manufacturers 
icated that they planned to increase 
duction in the next three months. 


tered bank loans to small and medium-sized 
rprises (SMEs) amounted to $53 billion in 
ird quarter of 1999. _ 


number of business bank- 


declined by 13.2 percent 
in the third quarter of = 


‘CONENIS 


(Ue 


http://strategis.gc.ca/SMEquarterly 


HISTORICAL 

TREND ANALYSIS 
of Self-employment 
in Canada 


Sa Canada categorizes self-employed workers as follows: 


* incorporated self-employed workers with paid help; 

* incorporated self-employed workers without paid help; 

* unincorporated self-employed workers with paid help; 

* unincorporated self-employed workers without paid help; and 


* workers who work in family businesses without pay. 


Since 1976, the total number of self-employed workers in Canada has 
risen 106.4 percent. Total increases have accelerated between 1990 and 
1999, during which time the number of self-employed workers increased 


almost 34 percent. 


Statistics Canada data show that the number of self-employed workers 
has grown over time in all categories, with the exception of self-employed 
workers in family businesses who work without pay. This category has 
consistently declined over the last couple of decades. In 1976, there 

were 135 300 of these workers; by 1999, the number had dropped to 

46 500 (see Chart A on page 2). 


(continued on page 2) 
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(continued from page 1) 


When comparing incorporated versus 
unincorporated self-employed workers, the 
data show that although both categories have 
continued to grow consistently, the rate of 
growth of the incorporated self-employed 
workers has been higher since 1985 

(see Chart B). 


In 1999, the total number of unincorporated 
self-employed workers was approximately 

1.6 million (1 594 800) while the number 
of incorporated self-employed workers 

was 821 000. 


Table A presents the total number of self 


employed workers in Canada by category of 
worker from 1985 to 1999. 


Chart A: Self-employment in Canada by Category 
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Source: Labour Force Survey, Statistics Canada. Year 


Chart B: Number of Selfeemployed Workers 
in Canada by Category 
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Table A: Total Self-employment! in Canada, 
All Industries, 1985 to 1999 


Ee 
Year TOTAL’ Incorporated, Incorporated, Unincorporated, Unincorporated, Family businedl 
with paid help no paidhelp with paid help __no paid help no pay 
1985 1685.1 401.2 81.9 323.8 771.8 106.4 
1986 1656.0 401.9 89.4 318.9 745.4 100.5 
1987 1695.6 416.9 98.6 315.1 769.6 95.4 
1988 V2 465.1 101.5 315.3 809.4 80.9 
1989 1803.4 469.7 112.0 325.8 822.5 73.5 
1990 1842.7 477.7 120.5 323 852.5 68.5 
1991 1887.4 497.5 132.6 Stolk 861.1 65.0 
1992 1919.3 493.6 140.1 320.2 899.1 66.3 
1993 2027.1 508.4 144.0 324.5 975.1 75.0 
1994 2036.3 469.2 157.4 Spy S) 1015.6 58.0 
1995 2097.8 510.5 170.5 319.3 1039.6 57.9 
1996 2169.4 493.0 189.8 320.9 1109.4 56.3 
1997 DB50u) 530.9 253.6 288.4 1215.6 65.2 
1998 2425.2 515.4 250.4 299.4 1299.4 60.6 
1999 2462.9 541.9 279.6 296.8 1298.0 46.5 


—_— 


1. In thousands. 
* Totals may be slightly off as a result of rounding. 
Source: Statistics Canada. 


Small Business Quarterly — Vol. 2, No. 1, April 200 


| 


Chart 1: Payroll Employment in Canada 
by Firm Size, All Industries 
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Source: Survey of Employment, Payroll and Hours, Statistics Canada. 


Chart 2: Payroll Employment 
by SMEs and Large Firms 
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Source: Survey of Employment, Payroll and Hours, Statistics Canada. ee Large firms (300+ employees) 
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JOB 
Creation 


WI... than 192 000 net new jobs were 


created in employer businesses in Canada 
between the third quarter of 1998 and the 
third quarter of 1999, a slightly lower base of 
job creation than the 208 000 jobs recorded 
during the same period in 1997-98. Most 
of the employment growth from the third 
quarter of 1998 to the third quarter of 1999 
was in large firms, but SMEs as a whole 
accounted for 33 percent of this increase 
(excluding self-employment). However, small 
firms (those with fewer than 50 employees) 
actually recorded a net employment loss 


of 17 358. 


Most of the jobs created in the third quarter 

of 1999 were added by the service sector 

(33.5 percent of all jobs created in this quarter), 
followed by trade (26.4 percent), the manufac- 
turing sector (19.7 percent) and the construction 
industry (11.4 percent). SMEs accounted for the 
greatest employment growth in the construction 
and trade industries, accounting for 85 and 

50 percent of all new jobs respectively. However, 
large firms accounted for 87 percent of new jobs 
in the manufacturing sector and 86 percent of 


new jobs in the service sector. 


Chart | illustrates the quarter-by-quarter 
variation in employment by size of firm 
(excluding self-employment). It shows that 
between the second quarter of 1999 and the 
third quarter of 1999, both small (fewer 

than 50 employees) and medium-sized firms 
(50-299 employees) posted net employment 
gains. Chart 2 illustrates that SMEs continue 
to contribute the greater share of employment 


compared with large firms. 


NET EMPLOYER Businesses 


TR number of employer businesses in Canada continued to rise, according to the Business Registe 
Division of Statistics Canada, reaching 1 970 099" in September 1999 (excluding unincorporated busi 
nesses with less than $30 000 in estimated annual sales revenue). Table 1 indicates that 87.6 percent 


of established businesses in Canada have fewer than 10 employees, 93.5 percent have fewer than 


Table 1: Establishments by Employment Categories 
and Province or Territory, September 19.99) 


Numoberiof mployees or territory and by industry. Of all 

Province or Territory Total Indeterminateé 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ ; ’ - 
. established Canadian businesses, 

Newfoundland 24 656 6785 11164 Sees GaN) AL Dy 327 145 77 48 ; ; 
Prince Fdwardilsland’ 01998" 82925 «9486) 12900 7 405 ly, con ay 34.4 percent are located in Ontario, 
Nova Scotia 47 889 16 405 18 582 5392 TA 27495 691 348 130 72 23.5 percent in Quebec, 14.5 percer’ 
New Brunswick 42 075 14159 17 084 466] eo) 02 ea 582 Dai 120 50 1 Bitch Goltta bine 1028. bere aa 
Quebec HSN = MISTS) IASI B/S) 2753 WW SG Debby IL) See ieee P ) 
Ontario 677505 346638 186326 55968 39686 30659 10364 4892 2035 937 Alberta, 2.4 percent in Nova Scotia 
Manitoba Hal 35 475-20 258 6081 4564 3145 1079 422 200 103 and 2.1 percent in New Brunswick, . 
Saskatchewan 91 671 50539 25.063 7417 4759 2646 704 324 154 65 
Alberta 251 622 125641 73374 21786 15245 10327 3164 1324 548 213 - ae : 7 
British Columbia 285223 129976 92553 26698 18189 12066 3449 1450 607 235 Lp OneU Merci nace. 
Yukon Territory 2 740 l 046 902 368 223 138 38 12 ll 2 either estimated gross business income oH GST sales greate 
Northwest Tertores 2545 782770426. 29817059301 nner oes ins ee 
Nunavut 654 140 177 130 101 71 25 i 3 0 that have ee GST one For unincorporated businestd 


Canada 1970099 950270 605014 170916 116186 82402 26271 11 682 


* Establishments that do not have employee payroll. 


Source: Business Register Division, Statistics Canada. 


Table 2: Establishments by Province or Territory and Industry, September 1999 


20 employees and 99.0 percent 


have fewer than 100 employees. 


Table 2 presents the number of 


businesses in Canada by province 


the Business Register includes all employer businesses 
with gross business income greater than $1.00, and non-} 
employer businesses with GST sales greater than $30 000 
(the Business Register will not include unincorporated 
businesses with GST less than $30 000). 


Industry Alta. B.C. Man. N.B. Nfld. N.W.T. N.S. Nun. Ont. PELL Quem, WSasic eeYal: Canada 
Agricultural and Related Service Industries 33 952 Sl UG Sy 376 WD ABI epyaye) Ise) 25800 37801 30 162 326} 
Fishing and Trapping Industries 58 1 747 Ho e1e312) 593 by DSH 6 266 OBI 952 28 5 9 081) 
Logging and Forestry Industries 1238 6688 262 1 498 261 12 978 l 2754 74 6 496 369 21 20 652) 
Mining (Including Milling), Quarrying 

and Oil Wells 8 380 1 744 190 105 95 37 128 ] 1 500 ii 916 Dy 114 14 444 
Manufacturing Industries 0216 14219 BAS Daa) AL Aes) 35 AG95) 14 39878 49] 31 096 3092 80 108 410 
Construction Industries 30419 40755 6666 4887 2651 343 5.545 92 78409 988 44826 6038 406 222 025 

| Transportation and Storage Industries Sate, 1G) Syl) Sil SOB A 6B) 202 +2184 34 26 326 437 21 556 Se EY 89 703 

Communication and Other 

Utility Industries O12 2) 1G 506 382 242 47 460 17 4 478 7 3 730 500 30 14 487 
Wholesale Trade Industries 13973) 19247; 4260 2480 1516 IIS) ayy? 24 47959 465 Bo, AB) A 130 801 )) 
Retail Trade Industries 23 455 31921 7956 6182 4471 245 7132 81 86365 1248 67 595 8039 288 244 978 
Finance and Insurance Industries 5421 21929 4992 2226 1045 176 2933 Su Sy Sl 569 34 841 4674 223 146 391 
Real Estate Operator and Insurance 

Agent Industries 4812 24654 4079 2046 1197 153. 2678 Gh SOM 255) PEWS SS  IBe) 136 321 
Business Service Industries 37540 37217 SS Sia Tes 314 4088 66 103 495 511 58 763 4284 302 256 730 
Government Service Industries 619 856 426 355 458 119 DY 31 1 346 133 2101 1097  ~—-108 7 906 
Educational Service Industries 1 897 2 252 621 405 298 39 457 13 5 021 118 3 107 556 4] 14 825 
Health and Social Service Industries 10137. =14 827 3282 2494 2505 165 2708 71 30 384 503 20 523 2 841 142 90 582 
Accommodation, Food and Beverage 

Service Industries 10335-15399 SN DS ALON: 154 2822 40361627" 60 jae 282260 e008 e226 105 524) 
Other Service Industries May Sey 2Y/ SH) 6749 4626 2863 341 5217 63 67063 1055 48728 6379 341 194 913 / 
Total 251622 285223 71327 42075 24656 2545 47889 654 677505 9998 462194 91671 2740 1970099” 


Source: Business Register Division, Statistics Canada. 
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SELF- 


Chart 3: Number of Self-employed Workers 
in Canada, 1996 to 2000 Emp Loy ment 
: he number of self-employed workers 


2650 
0 (as defined by Statistics Canada’s seasonally 
adjusted Labour Force Information, Catalogue 

> . No. 71-001) grew by 2.7 percent between 
p50 January 1999 and January 2000, reversing the 
2450 decline reported last quarter. Chart 3 shows the 
2400 growth in the number of self-employed workers 
- 2350 over the past four years. 
) 
{ 2300 British Columbia leads the growth in self- 
2250 employment, with a 70-percent increase in the 
2200 number of self-employed workers since 1989, 
| oe | followed by Alberta and Ontario at 43 percent, 
| al Feb, Ap. ee Ox Dec RL Ape ee Ox De Rb Apr. i909" Gs pia | ) New Brunswick at 28 percent and Quebec at 
. Source: Labour Force Survey, Statistics Canada 25 percent (see Chart 4). 


: Chart 4: Percentage Increase in 
: Self-employed by Province, 
Annua Averages from 1989 to 1999 


0 10 20 30 40 50 60 70 80 
| Percentage Increase 
Source: Labour Force Survey, Statistics Canada 
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BUSINESS 


Conditions 
Am to Statistics Canada’s January 


2000 Business Conditions Survey, manufac- 
turers are very optimistic about production 
prospects in the coming three months. The 
overwhelming majority of manufacturers 
indicated that they planned to increase 


production during this period. 


The majority of small and large manufac- 
turers stated that they were satisfied with 


the new orders received. 


Chart 5 illustrates that on a four-quarter 
moving average basis, both small manufac- 
turers and medium-sized and large manu- 
facturers stated that they were optimistic 
about production capacity for the first 
quarter of 2000. 


Seventy-two percent of all manufacturers 
indicated that they would maintain their 
current work force level in the coming 
three months. This figure is up slightly 
from the 68 percent reported in the 
October 1999 survey. 


According to the January survey, working 
capital continued to be a low priority for 
small manufacturers, with only 6 percent 
reporting a problem with working capital 


(see Chart 6). 


Chart 5: Manufacturers Optimism: 
Increases in the Next Quarter Production 


30 = = = = oer: 


~ Moving average for small firms (<$10M revenue) | 


— Moving average for medium-sized and large firms (>$10M revenue) 


1Q.2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1 2Q 3Q 4Q 10 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q.2Q 3Q 4Q 1Q 2Q.3Q 4Q 10 2Q 3Q 4Q 1Q.2Q 3Q 4Q 1Q 
1990 1991 1992 1993 1994 1995 1996 19) L998 1999 2000 


Source: Business Conditions Survey, Statistics Canada. 


Chart 6: Working Capital Difficulties: 
Small and Medium-sized and Large Manufacturers 


1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 3Q AQ 1Q 2Q 3Q 4Q 1Q 
1992 1993, 1994 1995 1996 1997 1998 1999 2000 


Source: Business Conditions Survey, Statistics Canada. 
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BUSINESS Loans 


Cm bank loans (not including non-residential mortgages, 
agricultural loans, customers’ liability under acceptances and other 
dusiness loans) to SMEs amounted to $53 billion in the third quarter 


of 1999. The percentage of small loans was 22.7 percent, or $22.3 billion 


see Chart 7), and medium-sized loans represented 31.4 percent of the 
‘otal, or $30.7 billion (see Chart 8). 


Data as of February 28, 2000 

The Canadian economy... expanded a strong 
4.6 percent (annual rate) in the fourth quarter of 
1999, marking the 18th consecutive quarter in 
economic growth, the longest string since the 1960s. 
Growth was led by an increase in business investment 
and housing construction. Consumer spending 
achieved its fourth consecutive period of solid growth. 

For 1999 as a whole, the economy grew 

4.2 percent, up from 3.1 percent in 1998. 


Chart 7: Chartered Bank Small Loans 
to Business (less than $0.5 million) 
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Source: Bank of Canada. 


Percentage 


The economic outlook... has improved 
considerably in recent months. The January 
consensus of private sector forecasts calls for 
real GDP growth of 3.4 percent in 2000 and 
2.8 percent in 2001. 


The national unemployment rate... 
stood at 6.8 percent in January, its lowest level 
since April 1976. Employment rose by 427 000 
in 1999, up 3.0 percent from the previous year. 
Employment rose again by an estimated 44 000 
in January 2000. 


Inflation... remains in check. The headline 
rate of inflation fell to 2.3 percent in January, 
down from 2.6 percent in December. The year- 
over-year core rate of CPI inflation stood at 

1.4 percent in January, well within the Bank 
of Canada’s official target range of 1-3 percent. 
The core rate excludes the volatile food 

and energy components. 


The prime rate... rose 25 basis points 
to 6.75 percent on February 9, following an 


Chart 8: Chartered Bank Medium-sized Loans 
to Business ($0.5 to $5 million) 
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Source: Bank of Canada. 


increase in the Bank of Canada’s bank rate. 
The prime rate is the benchmark for many 
consumer and commercial loans. 


The January Business Conditions 
Survey... reveals that manufacturers remain 
optimistic about production prospects in the 
coming quarter. Nearly 9 in 10 manufacturers 
intend to increase or maintain production. 


The Canadian dollar... continues to 
hold steady against the U.S. dollar and other 
major foreign currencies, supported by strong 
economic fundamentals at home, and a global 
rebound in commodity prices. These upward 
pressures on the dollar continue to be moder- 
ated by concerns of higher interest rates in the 
United States. 


(continued on page 9) 
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BUSINESS 


Bankruptcies 
TR number of business bankruptcies declined by 


13.2 percent from 2564 in the second quarter of 1999 to 
2225 in the third quarter of 1999. This is a further decline 


from the 2764 bankruptcies reported in the first quarter of 


the same year. 


However, the liabilities associated with these bankruptcies 
were up by 4.8 percent from the second to the third quarter } 


of 1999, and up almost 10 percent since the first quarter 


of 1999 (see Chart 9). 


The industries showing the most dramatic 
decline in bankruptcy rates between September 
1998 and September 1999 were educational 
services, with a 62-percent decline, and fishing 
and trapping, with a 57-percent decline. In 
comparison, the mining, quarrying and oil 
exploration industries reported an increase of 
62.5-percent in the number of bankruptcies, 
followed by transportation and storage 
industries with a 20-percent rise, and the 


agriculture and related service industries 


with a 15.4-percent increase. 


Chart 9: Business Bankruptcies and Liabilities, 
3rd Quarter 1992 — 3rd Quarter 1999 
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Source: Office of the Superintendent of Bankruptcy, Industry Canada, 
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RECENT 
Developments 


Community Storefronts: Report 


Launched in June 1998 to support the Government of Canada’s objective 
of making Canada a leader in e-commerce, the Community Storefronts 
pilot project provided small businesses and non-profit organizations with 


a full-service, low-cost electronic commerce package. 


Community Storefronts was a partnership between Industry Canada and 
four private sector sponsors — Strategic Profits Inc., TouchNet Canada, 
GE Capital Information Technology Solutions and the Royal Bank of 
Canada. One hundred and eighty small businesses and non-profit organiza- 
tions participated across the country and 130 Web sites enabled with 
ecommerce were built. The Community Storefronts Web site served as a 


portal, with access to the individual Web sites arranged by area and region. 


The pilot was successful as a launch point. Almost all of the surveyed 


articipants met their goal of learning more about e-commerce and most 


dicated that they will continue to sell on-line. The pilot also influenced 


iponsor Royal Bank to make it easier for small businesses to open a 


nerchant account for €-cCOMMerce, 


Despite the high quality and low cost of the service package offered, 
cruitment targets were not met. Possible barriers to participation include 
ack of time (potential participants were too busy running their current 
jusiness) and the belief of small firms that their customers were not ready 
or e-commerce. Regardless of the time spent in promoting their Web site, 
only 6 percent of the survey respondents said they achieved their sales 
»bjectives and 63 percent reported no sales at all. No one reason was given 
‘or the poor sales results, although the amount of time required to build 
'n on-line presence, a lack of awareness about e-commerce in 1998 and 


ecurity concerns may all have played a role. 


Jn the positive side, 14 percent of the respondents reported that on-line 
ales accounted for more than 30 percent of their total sales. Furthermore, 
aost survey respondents plan to continue with their on-line presence and 


atensify their marketing efforts. 


‘he Community Storefronts pilot illustrates that the primary barriers to 
uccessful small business-to-consumer e-commerce are not technical, but 
usiness related. Valuable lessons were learned about the factors affecting 
ne success of a small business Web site, including a substantial time 
ommitment, ongoing training, technical support and maintenance, 


nd sustained marketing. 


‘he full report can be found on-line (http://strategis.gc.ca/cs). 
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(continued from page 7) 


Merchandise exports... rose 1.8 percent to 

$94.3 billion in the fourth quarter, marking the seventh 
consecutive quarterly increase. As imports rose at a 
much faster pace, however, Canada’s merchandise trade 
surplus decreased by $1.6 billion to $8.5 billion in the 
fourth quarter. For 1999 as a whole, Canada exported 
$360.6 billion in goods, up 11.9 percent from the 
previous year. The merchandise trade surplus with the 
rest of the world reached almost $34 billion in 1999, 

its highest level since 1996. 


Housing investment... grew by 8.1 percent in 
the fourth quarter, following a weaker third quarter. 
High levels of consumer confidence, historically low 
interest rates and fourth quarter gains in new housing 
construction and renovation activity all point to a 
sustained recovery from the slump in 1998. 


Non-residential construction... advanced 
9.3 percent (annual rate) in the fourth quarter, 
marking the fourth consecutive quarter of solid 
growth after five periods of decline. 


Retail sales... advanced 2.0 percent in December, 
bringing the total for 1999 to $260.4 billion, 5.8 per- 
cent higher than that in 1998. 


Corporate profits... continue to accelerate, 
surging 35.1 percent (annual rate) in the fourth 
quarter, and 25.2 percent for the year as a whole, a 
sharp reversal from the losses suffered in 1998. The 
recovery in commodity prices has provided support 
to the profit outlook in resource-based industries. 


The federal budget... will be balanced or better in 
fiscal year 1999-2000, marking three consecutive years 
in which the federal books have been in the black, the 
first time this has happened since 1951—52. By the 
accounting standards used in most other countries, 
Canada will post a financial: surplus of $8.0 billion in 
fiscal year 1999-2000. 


SMEs May Find Help 
at Home 


Communities outside Canada’s main financial centres will 
soon have new tools to help their small and medium-sized 
enterprises (SMEs) search for risk capital. These new tools 
are a spin-off of Industry Canada’s Canada Community 
Investment Plan (CCIP). 


CCIP, which was established in 1996, funded demon- 
stration projects in 22 communities across Canada. 

These communities are responsible for identifying ways 

to encourage private investors to invest risk capital in local 
SMEs. The objective was to keep fast-growth businesses in 
the community, create jobs and increase the tax base. The 
latest quarterly reports from the demonstration projects 
show that more than 150 SMEs have been helped through 
this program, creating approximately 1800 jobs with more 
than $90 million in risk capital. 
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While there is no direct funding for further communities, they will 


benefit from the best practices and lessons learned from the demon- 


stration projects, and the powerful investment facilitation tools create 


especially for them. These will soon be available to any community 


interested in expanding its economic development to include investm 


facilitation services for its SMEs. 


More information can be obtained from the CCIP Web site 


(http://ccip.ic.gc.ca) or from the CCIP Secretariat by e-mailing 


secretariat@ic.gc.ca 


Budget 2000: Supporting 


Small Business 


Beginning in January 2001, small businesses currently paying tax at the 


general 28-percent rate will benefit from the new 21-percent corporate 


tax rate on business incomes between $200 000 and $300 000. 


Other new tax measures will help small businesses gain access to the 


capital they need to expand and prosper. These include: 


* reducing the income inclusion rate of capital gains from three 


quarters to two thirds; and 


* allowing a tax-free rollover of capital gains on qualified small busines 


investments where they are reinvested in another small business. 


The 2000 budget also enhances support for small and medium-sized 


businesses through non-tax measures such as: 


* an $80-million injection into the Business Development Bank of 
Canada to support its financing activities for knowledge-based, 
export-oriented small businesses; and 

* an additional $54 million over three years for the Community 
Futures Program, which delivers economic support to small and 
rural communities across Canada in the form of mentoring services, 


business counselling, training and loans. 


Source: Department of Finance, Budget 2000 
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PERFORMANCE PROFILE OF 
Trends CANADIAN 
EXPORTERS: 

ae are 1993 to 1997 


uarter of 1999 and the second quarter of 2000, gb 
ympared with 18.4 percent of the 175 044 jobs able 1 on page 2 provides data from the recently released Canadian 
‘corded during the same period in 1998-99. Exporter Registry,' a database on Canadian exporter trends that is 


compiled by Statistics Canada every two years. The data include the 


fter strong growth in self-employment for the number of establishments with exports exceeding $30 000; domestic 


exports classified by industry grouping, size, and province or territory; 


ast couple of years, the number of self-employed & 
orkers declined between August 1999 and and destination groupings, arranged by country or US. region. The 
ugust 2000 for an overall decline of 2.6 percent. database’s purpose is to determine trends among Canadian exporters. 


(continued on page 2) 


‘here were 2498 bankruptcies reported in the 
‘cond quarter of 2000 compared with 2564 


1 the second quarter of 1999, representing a ' The data included domestic exports (goods grown, extr acted or manufactured in Canada) and goods 

6 percent decline. of foreign origin that have been materially transformed in Canada. The data excluded low-value export 
transactions (establishments whose annual domestic exports are less than $30 000); groceries; duty-free 
shop exports; and goods of U.S. origin returning to the United States 


he majority of small, medium-sized and large 
tanufacturers stated that they were satisfied 
ith their inventories. 


mall and medium-sized chartered 
ank loans reached $53.2 billion 


the first quarter of 2000, CO NTE NTS 


billion reached in the AS Job Creation 


quarter in 1999. Self-Employment 
: Sip Business Bankruptcies... . 


Business Conditions 
Business Loans 


Economic Snapshot 


Recent Developments 


(continued from page 1) 


Table 1: Number of Exporters and Value of Exports 
(millions of Canadian dollars), 1993 to 1997 


1993 1994 1995 1996 1997 
Exporter Size Number of Value of Number of Value of Number of Value of Number of Value of Number of Value of 
Exporters Exports Exporters Exports Exporters Exports Exporters Exports Exporters Exports 
$30 000-$999 999 17 242 $3 778 18 271 $4 274 19 685 $4 616 20 090 $4 853 20 911 $5104 
% share eZ 2.1 71.0 2.0 69.7 19 68.6 Lg 68.0 18 
_ $1000 000-$4 999 999 3 926 $9 038 4278 $10 009 5 029 $11 775 5 253 $12 270 5 620 $13 251 
| % share 16.4 5.1 16.6 47 17.8 4.8 17.9 48 18.3 4.8 
$5 000 000-$24 999 999 1 845 $21 026 2 160 $24 521 2414 $27 740 2 681 $30 756 2 890 $33 153 
% share 7./ 11.9 8.4 11.6 8.5 11.4 9.2 12.0 9.4 ne) | 
$25 000 000 and over 879 $142 506 10225 “$172.26 1137 $200 093 1247 = $209 192 1317 $227 350% 
% share BH) 80.8 4.0 81.6 4.0) 81.9 43 81.4 43 81.5 
Total 23.892 $176 348 25731 $211 060 28265 $244 224 29271 $257 071 30738 $278 858 | 


Source: Canadian Exporter Registry. 


While there was a 21 percent increase in the number of The data also show that a select group of large establishments accounts 
small Canadian exporting firms (less than $1 million in for most Canadian domestic exports. In 1997, 4.3 percent of Canadian 
exports) from 1993 to 1997, their share as a percentage exporting firms accounted for 81.5 percent of the total export value, 

of the total number of exporting firms declined from with each firm exporting at least $25 million worth of products. The 
72.2 percent in 1993 to 68.0 percent in 1997. In addition, motor vehicle industry, including parts, represented a major part of this 
while the total value of their exports increased during this concentration. In that same year, 86.3 percent of all Canadian exporting 
period by 34.2 percent (from $3.8 billion to $5.1 billion), firms exported less than $5 million. 


their share of total exports dropped from 2.1 percent of a ‘ ; es 
In addition, the data show an exporting company’s first year is critical. 
the total value of exports to 1.8 percent. é : 
Approximately 50 percent of the exporters that were new in 1994 and 
1995 were exporting in every year up to 1997. However, 30 percent of 
the exporters that were new in 1994 and 1995 became inactive within 
the first year, and continued to remain so at least until 1997. There is 
a strong assumption that a large percentage of these inactive companies 


are in the small and medium-sized firm categories. 


Furthermore, the number of these firms exporting only to the U.S. 
market increased by 17 percent between 1993 and 1997, while the 
number of exporters to both U.S. and non-U.S. markets expanded 


by 52 percent over the same period. 
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Chart 1: Net Employment Increase (Decrease) 


in Canada, Year over Year by Quarter 
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Source: Survey of Employment, Payroll and Hours, Statistics Canada. 


Chart 2: Payroll Employment 
by SMEs and Large Firms 
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JOB 
Creation 


Sz businesses created 12.3 percent of 


the 418 873 net new jobs created between the 
second quarter of 1999 and the second quarter 
of 2000, compared with 18.4 percent of the 
175 044 jobs recorded during the same period 
in 1998-99. Most new small business jobs 
were created in the service sector (23 985) 


and the manufacturing sector (17 032). 


Chart 1 illustrates net variation in employment 
by size of firm (excluding self-employment). 
Between the second quarter of 1999 and the 
second quarter of 2000, small businesses 
created 51 456 net new jobs, medium-sized 
businesses added 114 925 net new jobs and 
large firms increased their net payroll 


employment by 252 493. 


Even though they represent only 19 percent of 
total employment, medium-sized firms created 
approximately 28 percent of net new jobs, 

the largest growth rate during the same period 
(5.2 percent). Small businesses, with a growth 

rate of 1.3 percent between the second quarter 
of 1999 and the second quarter of 2000, have 


a slower growth rate than other categories. 


Chart 2 compares the payroll employment 
share of small, medium-sized and large firms. 
It indicates that small and medium-sized 
enterprises (SMEs) continue to contribute a 
greater share of employment compared with 
larger firms. For the second quarter of 2000, 
SMEs represented 52.2 percent of total 
payroll employment, which was slightly 
lower than the 52.6 percent recorded for 


the second quarter of 1999. 


SELF- 
Employment 
ay. number of self-employed workers 


(as defined by Statistics Canada’s seasonally 
adjusted Labour Force Survey) declined by 
2.6 percent between August 1999 and 
August 2000. In fact, the number of self- 
employed workers declined by 5.7 percent 
from February to August 2000. 


This is contrary to the trend of the past few 
years, and in marked contrast to the record 

set in November 1998, when the number of 
self-employed workers peaked at 2 604 400. 


Chart 3 shows the trends in self-employment 


over the past four yealrs. 


BUSINESS 


Bankruptcies 
a... were 2498 bankruptcies reported 


in the second quarter of 2000 compared 
with 2564 in the second quarter of 1999, 
representing a substantial 2.6 percent decline 
for the number of business bankruptcies 


during this period. 


Despite the drop in the number of business 
bankruptcies, business liabilities linked to 
these bankruptcies increased by 24 percent 
from the second quarter of 1999 compared 
with the second quarter of 2000 (see Chart 4). 
Furthermore, compared with the second 
quarter of 1998, business liabilities are up 


by 60 percent in the second quarter of 2000. 


Chart 3: Number of Self-employed Workers 
in Canada, 1996 to 2000 
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Chart 5: Manufacturers Optimism: 
Increases in the Next Quarter Production 
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Source: Business Conditions Survey, Statistics Canada. 


Chart 6: Working Capital Difficulties: 
‘Small and Medium-sized and Large Manufacturers 
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BUSINESS 


Conditions 
ost manufacturers, regardless of their size, 


stated that they were satisfied with their inventories. 


Most manufacturers are satisfied with their labour 
force, while 20 percent predicted that their employ- 


ment would increase during the next quarter. 


Chart 5 illustrates that on a four-quarter 
moving average basis, small manufacturers 
tended to be less optimistic about production 
expectations for the second quarter of 2000 
than were medium-sized and large 


manufacturers. 


Chart 6 illustrates that working capital con- 
tinued to be a low priority for manufacturers. 
Only 1 percent of medium-sized and large 
manufacturers and 6 percent of small manu- 
facturers reported problems with working 
capital in the second quarter of 2000. Since 
the 15 percent peak in 1994, the working 
capital problem seems to have become a less 


important issue for small manufacturers. 


BUSINESS 
WOO TEs 


Sz and medium-sized chartered bank 
loans* reached $53.2 billion in the first 
quarter of 2000, down from $54 billion 

in the same quarter in 1999. Small loans 
accounted for 21.2 percent, or $21.9 billion 
(see Chart 7), and medium-sized loans 
represented 30.4 percent, or $31.4 billion 
(see Chart 8), of total loans. Since the peak 
in 1997, the percentage of small and medium- 
sized loans as a percentage of total loans has 
decreased over time. This decrease accounted 
for 4.5 percentage points between the first 
quarter of 1997 and the first quarter of 2000. 


*Not including the following loans: non-residential mortgages, 
agricultural loans, customers’ liability under acceptances and 


other business loans. 


$ Millions 


$ Millions 


Chart 7: Chartered Bank Small Loans 
to Business (less than $0.5 million) 
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Chart 8: Chartered Bank Medium-sized Loans 
to Business ($0.5 to $5 million) 
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Data as of September 28, 2000 


The Canadian economy... expanded by a stronger-than-expected 4.7 percent (annual rate) in the second 
quarter of 2000. The high-tech sector was a major source of strength for the economy, accounting for roughly 
half of the total increase in output. Domestic demand was boosted by strong growth in investment, particularly 
for high-tech equipment. Consumer spending also expanded at a healthy pace. 


The economic outlook... continues to be bright. The September 2000 consensus of private sector forecasts 
calls for real GDP growth of 4.7 percent in 2000 and 3.4 percent in 2001. 


The national unemployment rate... edged up to 7.1 percent in August, largely owing to an increase 
in the labour force. Employment was up by 153 000 in the first eight months of 2000, following the creation 
of 427 000 jobs in 1999. 


Inflation... remains in check, fluctuating within a two- to three-percent range over the first eight months of 
2000 despite a sharp increase in energy prices. The year-over-year core rate of CPI inflation stood at 1.5 percent 
in August, well within the Bank of Canada’s official target range of 1-3 percent. The core rate excludes the volatile 
food and energy components. 


The prime rate... has held steady since May. While the Canadian and U.S. economies are both relatively 
strong, there are some signs of a moderate slowdown and little evidence of inflation picking up. Canadian short- 
term and long-term interest rates are still below comparable U.S. rates. 


The July Business Conditions Survey... reveals that manufacturers remain optimistic about production 
prospects in the coming quarter, albeit a little less so than in the previous quarter. Nearly 9 in 10 manufacturers _ 
intend to increase or maintain production. 


The Canadian dollar... traded below US$0.68 for most of the summer. However, the Canadian dollar 
has been performing well against international currencies other than the U.S. dollar, particularly since June. 


Merchandise exports... were up 16.3 percent to $237.4 billion (seasonally adjusted) in the first seven 
months of 2000, compared with the same period in 1999. This strong performance was reflected in Canada’s 
merchandise trade surplus, which reached a record high $5.1 billion in June before easing back to $4.2 billion 
in July. 


Housing investment... weakened in the first half of 2000, including a decline of 12.1 percent (annual rate) 
in the second quarter. While this was partially the result of strikes in Ontario and skilled labour shortages, this 
weakening was not solely in Ontario. New housing, renovations and resale activity have all slowed so far this year. 
Despite this weakness, the strength in the value of building permits issued points to a resumption of growth in the 
coming months. 


Corporate profits... continue to strengthen, increasing by 11.3 percent (annual rate) in the second quarter 
of 2000. The recovery in commodity prices and strong demand for manufactured products have supported the 
profit outlook. 


The federal budget... posted a surplus of $12.3 billion in fiscal year 1999-2000, marking three consecutive 
years in which the federal books have been in the black — the first time this has happened since 1951-52. Along 
with the federal government, seven provinces and one territory are expected to post balanced budgets or better 


in 1999-2000. 


nber 2000 


RECENT 
Developments 


Bridging the Investment 
Gap Conference 


Ome risk capital to finance a small business's growth 

can be difficult. Securing equity in amounts of less than $1 mil- 

lion can be especially challenging, and the problem is com- 
ging 


pounded for companies located outside main financial centres. 


Industry Canada addresses this “investment gap” through 
the Canada Community Investment Plan, or Cie 
(http://ccip.ic.gc.ca), which helps local organizations create 
investment facilitation services aimed at bringing together 


entrepreneurs and private sector investors. 


Valuable lessons learned and best practices emerging from the 


CCIP’s pilot projects in 22 communities across Canada will be 


Small Business Quarterly 
Small Business Policy Branch 
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shared at a national conference, Bridging the Investment Gap, to be held 


in Montréal on June 13—14, 2001. 


¢ Learn how 22 CCIP pilot projects used a variety of grass-roots 
approaches and instructional tools to help their erowth-oriented | 
small businesses get better access to equity financing. | 
| 
¢ Discover options for growth, from love money to corporate alliances. | 
| 
¢ Gain insight into angel investors and how they differ from traditional 
venture capitalists. 
¢ Find out about new developments in business incubators 
and accelerators. 
To receive upcoming conference details, you can contact the conference 
secretariat by calling (613) 238-2304 or via the conference link on the 


CCIP Web site (http://ccip.ic.gc.ca). 


Small Business Counsellor Program 


TR Small Business Policy Branch of Industry Canada has prepared 
a document titled An Invitation to be the APEC Economy Institute — 
Canada (available at http://strategis.gc.ca/contact). This document 
sets out the details of an Asia-Pacific Economic Cooperation (APEC) 
initiative for a training and certification program for small business 
counsellors. The Small Business Policy Branch is aiming to identify 
organizations that would be interested in delivering the Small Business 
Counsellor Program within Canada. The closing date for proposal 


submissions is January 26, 2001. 


KEEP AN EYE OUT... 
The next issue of the Small Business Quarterly 
will have new editors, a revamped design and 
fresh content. We're excited about it, and hope 
you will be too. After you've had a look, please 
let us know if youd like to continue receiving 
the Small Business Quarterly by filling out and 
returning the form that will be attached to your 
upcoming copy. 
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PERFORMANCE 
| Trends 


}mall businesses in Canada generated 

50 355 jobs, or 14 percent of the 433 035 net 
new jobs created between the third quarter of 
1999 and the third quarter of 2000. This is a 
lignificant improvement over the previous year, 
when 17 358 net small-business jobs had been 
st. The relative contribution of small business 


° 


)o job creation has varied widely over the years. 


[he number of self-employed workers in Canada 
hed 2.36 million during the fourth quarter 
2000, a drop of 4 percent from 2.46 million 
the fourth quarter of 1999. 


foe were 2374 bankeuptcics reported in 
a in the third quarter of 2000, marking — 


janada 


CL SU AVP sie sede 


http://strategis.gc.ca/SMEquarterly 


THE REGULATION 
OF ENTRY 


‘A Canadian entrepreneurs generally believe they face an 
overly cumbersome bureaucracy as well as costly procedures when 
starting up new businesses, a recent survey has found that Canadian 
entrepreneurs are much better off than many of their counterparts 


around the world — at least when it comes to starting a business. 


According to the study The Regulation of Entry, Canada ranked first 
for its relatively low level of red tape for entrepreneurs starting new 
businesses. The World Bank—Harvard University joint study examined 
the regulation of entry of start-up firms in 75 developed and 
developing countries. The study found that, on average, start-up 
involves approximately 10 entry procedures and takes 63 days; fees 
range from less than 1 percent to 263 percent of the countrys GDP 
per capita to meet the official entry requirements. This is in stark 
contrast with Canadian regulation. Canadian entrepreneurs typically 
face two procedural steps that take regulators about two days to 
process, at a cost (for small start-ups) of approximately US$280 

in application fees (about 1.4 percent of GDP per capita). 


(continued on page 2) 
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(continued from page 1) 


The study found a tendency 
for countries with more 
democratic and transparent 
governments to have fewer 
entry regulations. At least 
when it comes to starting a 
new business, the study 
found that entrepreneurs 
are better off in Canada 
than any other country in 


the world. 


The complete study 

can be found at: 
http://post.economics. 
harvard.edu/hier/ 
2000papers/HIER1904.pdf 


Rankings of the Top 10 Countries, the G-8 Countries 
and the Bottom 5 Countries 


Number of Fees in terms of 

Rank Country procedures Time GDP per capita 
l Canada* 2 2 days 1.4 percent 
2 Australia 3 3 days 2.1 percent 
3 New Zealand 3 17 days 0.4 percent 
4 United States* 4 7 days 1.0 percent 
5 Sweden 4 17 days 2.5 percent 
6 Ireland 4 25 days 11.5 percent 
7 Finland 4 32 days 1.2 percent 
8 Denmark 5 21 days 1.4 percent 
9 Israel 5 32 days 20.2 percent 
10 Norway 6 24 days 2.5 percent 
14 United Kingdom* 7 11 days 0.6 percent 
19 Germany* 7 90 days 8.5 percent 
40 Japan* ll 50 days 11.4 percent 

46 Italy* ll 121 days 24.7 percent ' 
7] France* 16 66 days 19.7 percent 
72 Russia* 16 69 days 37.8 percent 
73 Colombia il 55 days 12.4 percent 

74 Mozambique 17 174 days 116 percent — 
1) Bolivia 20 82 days 263 percent 


*G-8 countries 


JOB Creation 


Pe data indicate that small businesses created 60 355 jobs, or 14 percent of the 433 035 ne 
new jobs created between the third quarter of 1999 and the third quarter of 2000 (see Table 1). 
This is a significant change from a year earlier: 17 358 small-business jobs were lost between the 
third quarters of 1998 and 1999. However, the rate of job growth in small businesses (firms 
employing fewer than 50 people) since the third quarter of 1999 was only 1.5 percent. This is 
much lower than the rate of job creation in medium-sized and large firms, which was 5 percent 
and 4.7 percent respectively. Chart 1 illustrates the net year-over-year variation in employment 

by quarter and size of firm since 1996. The most recent data show that large firms (300 or more 
employees) continue to outpace smaller firms in net job creation. With 47 percent of the jobs in 
the third quarter of 1999, large businesses added 260 000 jobs, or 60 percent of the total net gain. 
Table 2 displays the employment shares by firm size and sector in the third quarter of 1999. 


The most recent year-over-year results show that most new small-business jobs were created in 

the trade and services sectors, with gains of more than 19 000 and 35 000 respectively. A close 
third was construction, with a net gain of nearly 15 000 new jobs among firms with fewer than 

50 employees. It is interesting to note that nearly 72 percent of construction jobs are in this 
segment and that small firms here generated almost as many jobs as the larger segments combined, 
yet the rate of job growth in the larger construction firms far outpaces that of small companies. 
Small manufacturing firms lost more than 8000 jobs, in sharp contrast to larger manufacturing 


firms, where nearly 100 000 jobs were created. 
(continued on page. 
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(continued from page 2) 


Chart 1: Net Change in Number of Employees, 
by Firm Size, Year Over Year by Quarter, 
1996-2000 


Reports in the Small Business Quarterly on 
small-business contributions to job creation are 
based on special runs from Statistics Canada’s 
monthly Survey of Employment, Payroll and 

| Hours (SEPH). The SEPH includes payroll 


300 


Hi Small firms (0-49 employees) 
250/-- BB Medium-sized firms (50-299 employees) 


ae Bae caper employment only, and excludes certain 


g 
S 
= 
¥, ee RD ce Deu E baal aieges sf go ie hie categories that are included in the Labour 
§ BO saa esa foe Gomme mee pe Force Survey (LFS), such as the self-employed 
v roof ----L- 2B g not on a payroll and unpaid family workers. 
5 For further information on the SEPH’s 
EB Oe PPE PE EE methodology and how it differs from the 
= 0 LFS, refer to Statistics Canada’s Data Quality 
a Bef eee Rene eee eenttn paces ell ll Net itih sn gee ot care Sie Statements at: http://www.statcan.ca/english/ 
Zz 2 concepts/quality/2612.pdf 
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Source: Survey of Employment, Payroll and Hours, Statistics Canada. 


Table 1: Net Change in Number of Employees Between the Third Quarter of 1999 
and the Third Quarter of 2000, by Size and Industry, and Rate of Growth 


All Transportation Finance and Public 
Industries Logging Mining Manufacturing Construction and Communication Trade Real Estate Services © Administration 
Size of Firm by Number 
of Employees 
: 0-49 60 355 776 53 8 394 14727 689 19 134 680 35 473 -2 782 
' Rate of growth %) Wess 2.0 0.2 -1.8 a5) 0.4 1.9 0.3 Ud -5.7 
50-299 112 677 1350 9 19 986 11 232 416 23 817 2465 54 434 1014 
Rate of growth (%) 5.0 11.1 0.0 3.9 10.7 0.4 5.4 DS 6.2 -1.3 
300+ 260 003 1 004 3 064 79 802 Sih 23 064 26 574 7 823 103 493 6002 
Rate of growth (%) 47 3.8 30) 8.2 15.4 38) 3.5 19 5.2 tal 
Total 433 035 3 130 3 108 91 394 35 136 24 169 69 525 10 968 193 400 2 206 
Rate of growth (%) Bi 4] VD) 47 6.0 Dif 3.1 IRS 43 0.3 
Source: Survey of Employment, Payroll and Hours, Statistics Canada. 
Table 2: Percentage Share of Total Employment, by Firm Size and Industry, 
Third Quarter of 1999 
Transportation Finance and Public 
All Industries Logging Mining Manufacturing Construction and Communication Trade Real Estate Services Administration 
Size of Firm by Number 
of Employees 
049 34.2 50.3 20.8 23.5 71.9 20.2 45.6 29.4 36.0 7.1 
50-299 19 15.7 16.5 26.4 18.0 12.4 19.8 13.4 19.4 11.6 
300+ 46.7 3a) 62.7 50.1 10.2 67.4 34.6 57.2 44.6 81.2 
Share of Total Employment 100 0.7 1.2 16.5 5.0 Tee 18.9 6.2 38.2 Sy) 


Source: Survey of Employment, Payroll and Hours, Statistics Canada. 
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SELF-Employment 


elf-employed workers in Canada numbered 
2.36 million in the fourth quarter of 2000, 
according to Statistics Canada’s Labour Force 
Survey. (The data are calculated from seasonally 


adjusted averages). This is a drop of 4 percent 


from 2.46 million for the same quarter in 1999. 


It is the third consecutive quarter decrease in 
self-employment since the 2.52-million peak 
reached in the first quarter of 2000. 


Benjamin Tal, CIBC’s senior economist and 
the author of Se/fEmployment in Canada — 
Trends and Prospects (December 2000), 

offers an explanation for the decline in self- 
employment. Tal describes the phenomenon 

as typical of the late stages of the economic 
cycle where “some self-employed, who in recent 
years were forced into self-employment due to 
lack of alternatives, are now able to find more 
suitable paid-employment jobs.” Tal adds that 
most of the formerly self-employed people who 


have taken on paid employment are young and 


less educated. 


Chart 2 shows the dramatic rise in the number of self-employed workers 
in Canada between 1990 and 2000. In fact, self-employment increased 
by approximately 40 percent between the first quarter of 1990 and 

the first quarter of 2000. Tal predicts that while self-employment will 
continue to decline in 2001, over the next decade it will become even 


more dominant in the Canadian labour market. 


Tal’s report can be found at: http://www.cibc.com/english/ 
business_services/economics/21_ANALYSIS/index.html 


Chart 2: Number of Self-Employed Workers 
Seasonally Adjusted, 1990-2000, 
Based on Monthly Averages 


Self-Employed Workers (000s) 


ULGSEULGUULCGYACGUAULSUULGYAUCS SAL GHULGUULWVUAULYY 
1990 1991 1992 1993 1994 199 199% 1997 1998 1999 2000 


Source: Labour Force Survey, Statistics Canada. 
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BUSINESS 
Bankruptcies 


il here were 2374 bankruptcies reported in Canada in the third 
fuarter of 2000. This is fewer than in the previous two quarters but 
is 6.7 percent higher than in the third quarter of 1999 (see Chart 3). 
Siven the seasonal pattern of reported bankruptcies, it is more 
ineaningful to look at year-over-year comparisons than at quarter-to- 


jjuarter developments. 


3usiness liabilities involved in bankruptcies in the third quarter of 

000 were up significantly compared with the third quarter of 1999: 
51.47 billion compared with $845 million, or an increase of 74 percent. 
[otal liabilities involved in bankruptcies increased faster than the number 
of bankruptcies, which suggests that the average size of firms going 


yankrupt has increased. 


[aking the longer view, Chart 3 also shows that, since 1996, the number 
of bankruptcies has declined while business liabilities have remained 
elatively stable, with the exception of a peak in the third quarter of 


1998. This too suggests that the average size of firms going bankrupt 


$ increasing. 


, wig 


Data as of January 29, 2001 


The Canadian economy... grew 4.8 percent 
(annual rate) in the third quarter of 2000, putting the 
economy on track for estimated growth of 5 percent 
for 2000 overall. While export growth stalled as the 
U.S. economy slowed down, demand was supported 

by increases in consumer spending and housing, and 
continued strong business investment. Available data 
suggest that growth slowed in the final quarter of 2000, 


dragged down by weakness in the manufacturing sector. 


The economic outlook... calls for growth to slow 
from the strong pace of the previous two years. The 
January 2001 consensus of private sector forecasts calls 
for solid growth of 3.3 percent in 2001, followed by 
3.4 percent in 2002. 


The national unemployment rate... dipped 

0.1 percentage points to 6.8 percent in December 2000, 
ending the year where it began. Employment rose 31 000 
in December 2000, the fifth consecutive monthly increase, 
bringing gains over the year to 319 000 (+2.2 percent). 
This follows the creation of 427 000 jobs in 1999. 


Inflation... remains in check, averaging 
2.7 percent for 2000, despite sharply higher 


Chart 3: Business Bankruptcies and Liabilities, 
2500 ee SS a =e 5 4500 
BB Liabilities 
4000 
a - # of Bankruptcies 
| cre: aa CT ene aes oe Re aaa ne es ak +350) 
ie / 3000 
= 1500 ee ee ae es ess a eas ae 
= “A 2500 
* Se, 
2S 2000 
== 1000 Sass | jo preaSssss=a5 Fe See Ss ai 
Ss 1500 
a ‘ 
1006 
500 ° 
500 
0 0 
ae eweareewerweeeweaeaeeeeweuaeesexrkae ese 
1995 1996 1997 1998 1999 2000 
Source: Office of the Superintendent of Bankruptcy Canada, Industry Canada. 


energy prices. The year-over-year core rate of CPI 
inflation stood at 1.9 percent in December 2000, 
near the mid-point of the Bank of Canada’s 

official target range of 1-3 percent. The core rate 


excludes the volatile food and energy components. 


The bank rate... was lowered 25 basis points 
by the Bank of Canada on January 23, 2001, after 
remaining unchanged since May 2000. The move 
followed cuts in the U.S. federal funds rate in 


response to a slowing U.S. economy. 


Bankruptcies 


The Canadian dollar... strengthened against 
the U.S. dollar late in the year. After reaching 

a two-year low of US$0.642 on November 17, 
2000, the dollar appreciated somewhat in 
December, reaching US$0.667 at the end of 
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BUSINESS 


Loans 
otal chartered bank loans to businesses 


reached $104.5 billion in the second quarter 
of 2000. Of this total, 21 percent, or 

$21.8 billion, accounted for small loans 

(less than $500 000), and 30 percent or 
$31.3 billion accounted for medium-sized 
loans (between $500 000 and $5 million). 


Charts 4 and 5 show that, as a percentage of 
the total dollar value of chartered bank loans 
to businesses, both small and medium-sized 
loans have lost ground since early 1997. 
Between the second quarter of 1997 and the 
second quarter of 2000, the decline in share 
for small loans was 5.4 percentage points; 
the share for medium-sized loans declined 
3.1 percentage points. The absolute value of 
small loans declined as well over that period, 
from $23.5 billion to $21.8 billion. However, 
the absolute value of medium-sized loans 


continues to increase over time. 


Chart 4: Chartered Bank Small Loans 
to Business (less than $0.5 million) 


$ Millions 


22 000 


21500 


21 000 : 
—— Percentage of total value of business loans 


20 500 woe 2a e 22-22 === =2====- 


Percentage of Total Value of Business Loans 


20.000 
vue vweeweauaeeeeuaeeewxeaeeeeweaeee ee 
1995, 1996 1997 1998 1999 2000 


Source: Bank of Canada. 


Chart 5: Chartered Bank Medium-Sized Loans 
to Business ($0.5 to $5 million) 


35.000 


$ Millions 


wwe Value of medium-sized loans to business 
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RECENT 
Developments 


Single-Window Access to Information 
on Financing for SMEs 


ia. Financing sub-portal is one of 10 sub-portals recently launched 


under BusinessGateway.ca. 


The Financing sub-portal provides small and medium-sized enterprises 
(SMEs) with single-window access to comprehensive information on 
financing and sources of financing. The sub-portal will be further 
developed by improving and expanding its content, functionality and 
design. The sub-portal will help SMEs stay up-to-date on debt and 
equity financing services and programs offered by public and private 
sector organizations. Visit the Financing sub-portal today, and 

please provide your comments by completing the on-line feedback 


questionnaire. 


Business Management Skills 


iE he Small Business Policy Branch has commissioned a research study 
on the business management skills required at various stages of a firm's 
growth, the success factors that contribute to this growth, and the best 
practices of firms that have effectively implemented business skills 
development strategies. The study will review the barriers SMEs face 

in acquiring management skills and how successful firms have overcome 
these barriers. The draft report of the study will include forward-looking 
policy considerations for the Small Business Policy Branch. Look for 


highlights of the study in a future issue. 


Industry Canada Conference to Share Innovative 
Approaches to SME Equity Financing 


IN Bridging the Investment Gap conference will bring together 
economic development professionals from communities across Canada 
with representatives of the international Organisation for Economic 
Co-operation and Development. The conference will be held in 
Montréal on June 13 and 14, 2001. 


i 


(continued on page 8) 
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(continued from page 5) 


January 2001. The Canadian dollar has performed well 
against other international currencies over the year, 


including the yen and the euro. 


Merchandise exports... edged down 0.5 percent 
(annual rate) in the third quarter of 2000 in constant 
dollars, the first decline in four years. Export growth 

has slowed considerably since June 2000, reflecting 
weaker demand in the United States, particularly in the 
automotive sector. Still, the merchandise trade surplus 

for the first 11 months of 2000 stands at $47.5 billion, 
an increase of more than $16 billion over the same period 


in 1999, owing in large part to higher energy prices. 


Housing investment... strengthened in the third 
quarter of 2000, with gains registered in new housing 
construction, renovations and resale activity. However, 
resale activity faltered in December, erasing the gains 

of the previous month, and housing starts have displayed 


a downward trend since October. 


Retail sales... rose 0.4 percent in November 2000 to 

$23.4 billion, based on a partial rebound in the automotive 
sector. Sales have weakened since the summer, as consumer 
confidence has been affected by stock market volatility and | 


the weakening U.S. economy. 


Corporate profits... continue to rise, increasing 
4.2 percent (annual rate) in the third quarter of 2000. 
Increases in 2000 build on a solid 24 percent gain in 1999. 


The federal budget... posted a surplus of 

$12.3 billion in fiscal year 1999-2000, marking three 
consecutive years in which the federal books have been 
in the black — the first time this has happened since 
1951-52. The government has announced that it will 
pay down a minimum of $10 billion in debt in fiscal 
year 2000-01. 


Total government surplus — federal, 
provincial and local... reached $4.1 billion in 
fiscal year 1999-2000, measured on a Financial 


Management System basis. 


(continued from page 7) 


In what has been described as a “shirt sleeve” conference, 
delegates will hear what the Canada Community Investment 
Plan (CCIP) demonstration projects have accomplished in 
improving the investment culture in communities outside 
Canada’s main financial centres. Delegates will form small 
groups for what is expected to be a lively exchange of ideas. 
They will also have a chance to discuss alternative methods 
of helping entrepreneurs with growth potential, and learn 
more about “angel investors” and new developments in 


business incubators and accelerators. 


More information on the conference and the CCIP is 


available at: http://ccip.ic.gc.ca 


New Research and Policy Web Site 


lee Canada’s Small Business Policy Branch will 


launch a new, comprehensive small-business research and 
policy Web site in the spring of 2001. The site will provide 
SME researchers and policy makers with a database of SME 
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research, small-business financing information, databases of Canadian 
small-business researchers and policy development offices across Canada 
and small-business statistics. The site will also improve communication 
between SME researchers and policy makers through an on-line networ 
with consultation capabilities. A link to the site will be available on 

the home page of Strategis, Canada’s business and consumer site 


(http://strategis.gc.ca). 


Results of the Small Business Quarterly Evaluation 


n the fall of 2000, the Small Business Policy Branch evaluated the 
Small Business Quarterly (SBQ). The publication has been in circulation 
since 1996 and currently has approximately 5000 subscribers, including 
members of Parliament, provincial and municipal governments, the | 
media and owners of Canadian businesses. The publication provides a 
summary of statistics and research on Canada’s small-business sector _ | 


and articles on the issues it faces. 


The Small Business Policy Branch hired a consultant to get feedback | 
from readers and to recommend future directions for the SBQ. Here 


is what readers said: 


* The publication provides a useful package of “snapshot” economic 
information that is suited to small-business sector researchers and 
policy makers, but that is not particularly suited to small businesses 


themselves. 


* Many data charts would be even more useful if accompanied 


by qualitative analyses of “what the numbers mean.” 


* Subscribers liked the quarterly frequency, but thought we should 


get the publication out on time more often. 


¢ The format is professional and well laid out, but chart titles should 


more clearly reflect the data presented in the charts. 


We appreciate your feedback. Our goal is to produce a publication thai 
contains more qualitative content aimed at a more focussed readership. 
We will continue to work with the small-business sector research 


community to make the SBQ useful and relevant. 
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| PERFORMANCE VENTURE CAPITAL 
Trends ACTIVITY IN CANADA 


pmall businesses in Canada generated 9626 jobs, Wd. small and medium-sized businesses turning more and more to 
br 2.2 percent of the 439 429 net new jobs created 


hetween the fourth quarter of 1999 and the fourth 
huarter of 2000. This marks a significant decline 


equity financing, particularly as a source of growth capital, the Small 
Business Quarterly is launching a new Equity Financing section. This new 


5 section will cover issues such as trends in venture capital, characteristics of 

om the previous year, when 42 847 net small ; 7 k - a 
Re ‘ : ne informal investors (“angels”), the role of “love money” for start-ups, and the 
usiness jobs were created. The relative contribution — k ieee aes EN 
; ‘ : : : strengths and weaknesses of the Canadian market for initial public offer- 
bf small business to job creation has varied widely 8 P 
ver the years. ings. This issue’s feature story presents an overview of venture capital 


activity in Canada from 1996 to 2000. The new equity financing section 
pelf-employed workers in Canada numbered on page 6 provides a breakdown of venture capital activity by industry. 
}-32 million in the first quarter of 2001, a drop of 


fs fr £2. illi ; 
re the peal pf 23) million reached Over the past five years, Canada’s venture capital industry has expanded to 


in the first quarter of 2000. 1 i 

record levels of activity. The year 2000 saw 1441 rounds of financing, 
fenture capital investments reached a record of which is 46 percent above the level in 1999 and 128 percent more than in 
441 rounds of financing (2566 investments) in 1996 (see Chart 1). Each transaction with an investee company represents 
1000, up by 46 percent from 989 in 1999. one round of financing, in which multiple investors may have participated. 


The 1441 rounds in 2000 came about as a result of 2566 investments. 


‘otal chartered bank loans outstanding reached 
Other key results from 2000 include: 


100.3 billion in the fourth quarter of 2000, of - 
vhich 21.9 percent or $22 billion were small 
ans (less than $500 000). 


¢ The amount of capital disbursed grew to a record level of 


$6.3 billion, reflecting increases of 133 percent and 472 percent over 


re were 2477 bankruptcies reported in Canada. the $2.7 billion and $1.1 billion of 1999 and 1996 respectively. 
the fourth quarter of 2000, marking a slight 


BEREONTENTS 


h quarter of 1999. 
EN - JOOS CPEAELOTy ta Pe RPE Bh og a pd align nop ea eke heaped 
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(continued from page 1) 


The average amount of 
financing was $4.4 million, 
up from $2.7 million 

ine Oe 


The high rate of growth in 
the venture capital industry is 
powered by large transactions 
($5 million and above), 
which represent 79 percent 
of the total dollars invested, 
compared with 64 percent in 
1999 and 50 percent in 1996. 


Small transactions (less than 
$1 million) and mid-sized 
transactions ($1—5 million) 
continue to represent a small 
proportion of the total value 
of industry investment, 
accounting for only 4 percent 
and 17 percent respectively, 
down from 7 percent and 

28 percent in 1999 and from 
11 percent and 40 percent in 
1996. However, small transac- 
tions also continued to make 
up about half of the total 


number of rounds. 


The dollar value of small trans- 
actions more than doubled 
from 1996 to 2000. In that 
same period, the value of large 
transactions increased 


almost tenfold. 


Chart 1: Venture Investment Activity in Canada, 
Number of Rounds and Amount Invested 
by Size of Transaction, 1996-2000 
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Source: Macdonald and Associates Limited. 


JOB Creation 


| 
4 
P | 
si data indicate that small businesses (firms employing fewer than 50 employees) 
created 9626 net new jobs, or 2.2 percent of the 439 429 net new jobs between the | 
fourth quarter of 1999 and the fourth quarter of 2000 (see Table 1). The rate of 


growth in job creation in small businesses since the last quarter of 1999 has been only — 


| 
} 


| 
} 
1 


0.2 percent. This is much lower than the rates for medium-sized and large firms, which | 


were 5.3 percent and 5.5 percent, respectively, over the same period. | 


Chart 2 shows the net year-over-year variation in employment by quarter and size of | 
firm between 1996 and 2000. Since 1998, large businesses (with 300 or more employ- 
ees) have created the majority of net new jobs. Between the fourth quarter of 1999 — 


and the fourth quarter of 2000, large firms created 311 223 net new jobs, the highest | 


gain in years. 


The most recent year-over-year results show that most new small business jobs 

were created in the construction and services sectors, with gains of 7949 and 

21 374 respectively. However, even in these sectors, the job growth in small firms 

was widely outpaced by growth in larger businesses. In fact, when compared with large 


firms, the rates of growth in job creation for smaller firms were lower in every sector. 


The manufacturing sector incurred the largest job losses in small firms. Here, 


employment in small firms declined by 3.6 percent, involving more than 16 000 jobs. | 
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Table 1: Net Change in Number of Employees between the Fourth One of 1999 
and the Fourth Quarter of 2000, by Size and Industry, and Rate of Growth 


| All Transportation Finance and Public 
Industries Logging Mining Manufacturing © Construction and Communication Trade _— Real Estate Services Administration 


| Size of Firm by Number 

|_of Employees 

/ 0-49 9 626 -] 825 413 -16 305 7 949 3 423 -1 902 -784 21 374 2719 

| Rate of growth (%) 0.2 -49 LS -3.6 2.0 1.9 -0.2 -0.4 1.4 Sf 

| 50-299 118 580 783 -1 007 16 454 11 907 1 108 30778 6 109 51933 516 

| Rate of growth (%) 5.3 Sh) -4 3 ay) ea 1.0 6.9 6.4 6.0 0.7 

300+ 311 223 997 2 174 71 481 6725 18 904 63 879 25 367 114 363 if a) 

Rate of growth (%) De 43 25% 73 11.2 Beil 8.1 6.2 53 13 
Total 439 429 -45 1 582 71 628 26 582 23 435 92 755 30 692 187 672 5129 


Rate of growth (%) Be -0.1 12 By 49 2.6 4] 43 4] 0.8 
| Source: Statistics Canada, Survey of Employment, Payroll and Hours. 
| 


Chart 2: Net Change in Number of Employees, 
by Firm Size, Year Over Year by Quarter, 
1996-2000 


) a % BB small firms (0-49 employees) 
| 300 - BB Medium-sized firms (50-299 employees) 
| Large firms (300+ employees) 


Net Employment Change (000s) 


\ 12 QM 2 @ 1Q QW RW 4 12 QR RK Q 12 Q RN 
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| Source: Statistics Canada, Survey of Employment, Payroll and Hours, 


SELF-Employment 


N ccording to Statistics Canada’s Labour Force Survey, self-employed workers 


umbered 2.32 million in the first quarter of 2001 (calculated from seasonally 


nce the first quarter of 2000, the number of self-employed workers has decreased by 
9 000 or 7.5 percent (see Chart 3). 


justed monthly data). This is a 1.9-percent decline from the previous quarter. 
tble 2 shows that the largest category of self-employed workers is unincorporated 


ithout paid help. In 2000, this category represented 51.3 percent of all self-employed 
orkers. Next largest are those incorporated with paid help, representing 22.1 percent. 


(continued on page 4) 
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(continued from page 3) 

Between 1999 and 2000, only the number of self- 
employed workers who were incorporated without paid 
help and unincorporated with paid help increased. The 
largest drop occurred for those unincorporated without 
paid help, with a loss of 56 900 jobs. In fact, 85 per- 


cent of employment reductions are in this category. 


Chart 3: Number of Selfemployed Workers, 
Seasonally Adjusted, 1990-2001, | 
Based on Monthly Averages | 


For further information on the different defini- 
tions of self-employed workers, refer to Statistics 
Canada’s Guide to Labour Force Survey at 
http://www.statcan.ca/ english/freepub/ 
71-543-GIE/000007 1-543-GIE. pdf 
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Source: Statistics Canada, Labour Force Survey. 


Table 2: Self-employment by Category of Wo 


UVGRALGUU SHY UL SHAN GUULC TYULVHULVYU VGUAUTGVUUCG wa 
1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 


rker, 1990-2000 (000s) 


Incorporated, Incorporated, Unincorporated, Unincorporated, Family business, 

Year Total with paid help no paid help with paid help no paid help no pay 

1990 1842.7 4777 120.5 3235 852.5 68.5 
1991 1887.4 497.5 132.6 331.1 861.1 65.0 
1992 1919.3 493.6 140.1 320.2 899.1 66.3 
1993 2027.1 508.4 144.0 324.5 975.1 75.0 
1994 2036.3 469.2 157.4 335.9 1015.6 58.0 
1995 2097.8 510.5 170.5 Ds 1039.6 Sie) 

1996 2169.4 493.0 189.8 320.9 1109.4 56.3 

1997 HS Baill 530.9 253.6 288.4 1215.6 65.2 

1998 2425.2 515.4 250.4 299.4 1299.4 60.6 

1999 2462.9 541.9 279.6 296.8 1298.0 46.5 

2000 2421.4 534.9 297.0 305.1 1241.1 43.3 


Source: Statistics Canada, Labour Force Survey. 
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BUSINESS 
Bankruptcies 
a... were 2477 bankruptcies reported in Canada 


“in the fourth quarter of 2000, a slight increase of 0.3 per- 


{cent from the same quarter in 1999 (see Chart 4). For 
all of the year 2000, 10 040 business bankruptcies 

| occurred in Canada, which was similar to the 1999 
level of 10 023 bankruptcies. 


Despite the small increase in the number of bankrupt- 


cies, business liabilities increased 22.1 percent com- 


pared with the same quarter in 1999, reaching 
$834 million during the fourth quarter of 2000. 


| The comparison by quarter between 1999 and 2000 
shows that the number of bankruptcies has remained 
| relatively stable while the amount of business liabili- 
| ties has increased. This trend suggests that the average 


| size of firms going bankrupt is increasing. 


thee 


Data as of May 4, 200 


The Canadian economy... rose at an annualized rate of 
2.6 percent in the fourth quarter of 2000, slowing significantly 
from the recent pace of growth. Domestic demand was virtually 
unchanged on the quarter as declines in machinery and equip- 
ment investment and residential construction were offset by 
increases in consumer spending and non-residential construc- 
tion. Net exports also contributed to output growth. Growth 
for 2000 as a whole was 4.7 percent, up slightly from the 

4.5 percent growth posted in 1999. Available data suggest that 
growth slowed in the first quarter, dragged down by weakness 
in the manufacturing sector, particularly the production of auto- 


mobiles and telecommunications equipment. 


The economic outlook... calls for growth to slow from 
the strong pace of the previous two years. The April 2001 con- 


sensus of private-sector forecasts calls for growth of 2.4 percent 


in 2001, followed by 3.3 percent in 2002. 


The April Business Conditions Survey... reveals that 
manufacturers are more optimistic about production prospects 
in the coming quarter. The percentage of manufacturers stating 
an intention to maintain or increase production in the coming 
quarter jumped to 73 percent from 59 percent in the previous 
quarter. Manufacturers in the transportation equipment indus- 
try did not expect to cut production further in the second 
quarter, but manufacturers in the paper and fabricated metal 
products industries did. Manufacturers were less con- 


cerned about current levels of orders and inventories, 


Chart 4: parce Bankruptcies and Tiabilines. 
1995—2000 
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Source: Industry Canada, Office of the Superintendent of Bankruptcy. 


but more pessimistic about employment prospects. 


The national unemployment rate... edged 
up 0.1 percentage points to 7 percent in March, after 
averaging 6.8 percent in 2000 and 7.6 percent in 
1999. Employment increased by 30 000 in March, 


following two months of little movement. 


Inflation... remains in check, registering 2.5 percent 


in March, the lowest rate since August 2000. 


Bankruptcies 


Inflation averaged 2.7 percent for the year 2000 as a 
whole, despite sharply higher energy prices. The year- 
over-year “core” rate of CPI inflation stood at 1.7 percent 
in March, in the bottom half of the Bank of Canada’s 
official target range of 1—3 percent. The core rate 


excludes the volatile food and energy components. 
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P) 


BUSINESS 
Loans 


Te chartered bank loans outstanding to 


business reached $100.3 billion in the fourth 
quarter of 2000. Of this amount, 21.9 percent, 
or $22 billion, was for loans of less than 

$500 000. 


Chart 5 illustrates that small loans, as a percent- 
age of the total dollar value of chartered bank 
loans to businesses, increased by one percentage 
point between the second and the fourth quar- 
ter of 2000. However, taking the longer view, 
the value of small loans has lost ground since 
1997, with a decline of 4.4 percentage points 
between the second quarter of 1997 and the 
fourth quarter of 2000. The total value of small 
loans also declined during this period, from 
$23.5 billion to $22 billion. 


EQUITY 
Financing 
AL highlighted in the feature story, the level 


of venture capital investment in 2000 showed 
extraordinary growth over 1999. Technology 
was the industry of choice for venture capital- 
ists, specifically the communications, Internet- 
related, and computer software and related 
products sectors, comprising 22 percent, 

19 percent and 16 percent of total dollar 


value invested respectively. 


Communications companies witnessed 
149 rounds of financing in 2000, totalling 
almost $1.4 billion (see Chart 6) or an average 


of $9.2 million per round. The amount of 


Chart 5: Chartered Bank Small Loans 
to Business (less than $0.5 million) 
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Chart 6: Total Venture Capital 
Invested by Sector, 2000 
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investment that flowed into this sector increased almost fourfold from its 
1999 level. Within the communications sector, fibre optics and photonics 


received the largest share, accounting for 27 percent of the total. 


Companies with an Internet focus received 203 rounds, totalling $1.2 bil- 


lion or an average of $6 million per round. 


The computer software and related products sector registered 257 rounds, 


capturing $1 billion, resulting in an average investment of $3.9 million. 
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RECENT 
Developments 


a * 
Data as of May 4, 2001 


(continued from page 5) 


| 
| 
) 
. 
. 
| 4 The bank rate... was lowered 25 basis points by the Bank 
Results of the Small Business Needs 


of Canada on April 17, following a 50-basis point cut on 


t. 
& 


i Seccsent Survey March 6, and a 25-basis point cut in January. The moves have 


followed aggressive cuts in the U.S. federal funds rate in 


response to a slowing U.S. economy. 
fi, January 2001, the Small Business Policy Branch commissioned 


“COMPAS Research to conduct a survey of owners and managers of 


The Canadian dollar... has fallen against the U.S. dollar 
in the early months of the year, reaching a 2 1/2 year low of 
US$0.633 on April 2nd before rising to US$0.651 at the end 


of April. Movements in the dollar reflect increased concerns 


¥small businesses (under 100 employees) in Canada. The survey was 


undertaken to learn more about the information needs of small busi- 
Ai g and uncertainty surrounding world economic prospects. 
ness, to explore the challenges and opportunities facing them, and to S E 


identify their main sources of information and preferred delivery meth- Merchandising exports... edged up 1.0 percent in the 


ods. In total, 1000 interviews were conducted. Here are some highlights fourth quarter in real terms, as cooling U.S. demand led to the 


third consecutive decline in auto exports. As imports fell signif 
{ from the report: 


icantly (-9.8 percent), Canada’s real trade surplus rose sharply, 


. : oh noes sos contributing to Canada’s fourth consecutive surplus on the cur- 
_* Challenges. Employee-related issues (hiring, training, retaining), 5 P 


followed by regulations and access to capital rent account ($5.9 billion) in the fourth quarter. The annual 


: : : surplus for the year 2000 as a whole reached a record $18.9 bil- 
° Source of information: Eighty-eight percent of those surveyed identi- 


: cies lion, well above the previous annual high of $4.6 billion posted 
fied informal sources (their clients and colleagues) as the most 


in 1996. Merchandise exports have fallen in the first two 


; Le : : : ; oe 
important source while 50 percent identified banks, associations FaGrths 6F 2001. 


|* Awareness: Two thirds of small business owners and managers know Housing investment... weakened in the fourth quarter of 


and the media as important sources. 
\ 
} 


where to go to get information to address challenges. 


Types of information sought. Information on sectors, innovation, 
management skills and trends. 


Internet use. Almost half of small businesses report they do not use 
the Internet at all for their business and half of the rest report mini- 
mal use. 


Information preference. Almost 80 percent of respondents prefer to 
receive information in printed form rather than electronically. 


| The full report is available at http://strategis.ic.gc.ca/SSG/rd00081e.html 


A Business Case Framework for Small Firms 
Making the Transition to E-Business 


Le November, the Small Business Policy Branch commissioned 


. Service-Growth Consultants Inc. to determine how to calculate the costs 


and benefits to small business of a change-over to e-business. 


(continued on page 8) 
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| 


2000, largely owing to a drop in new housing construction. 
However, resale activity picked up in the first quarter of 2001, 
as sales rose to their highest quarterly level since 1996. Housing 
starts experienced a pick-up in January, but declined in the two 
subsequent months. Housing starts are expected to reach 

158 600 units this year, up 4.6 percent from their 2000 level, 


according to Canada Mortgage and Housing Corporation. 


Retail sales... fell 0.3 percent in February to $23.6 billion 
after advancing rapidly in the previous two months. Consumer 
spending rose an annualized 2.3 percent in the fourth quarter, 
down from an average growth of 4.3 percent since the beginning 
of 1999. Sales have weakened as consumer confidence has been 


affected by stock market volatility and the weakening U.S. economy. 


Corporate profits... continue to rise, advancing 
10.4 percent (annual rate) in the fourth quarter. Corporate 
operating profits surged 21.2 percent in 2000, building on a 


similar advance in 1999. 


(continued from page 7) 


The paper “A Business Case Framework for Small Firms 
Transitioning to E-Business” is a starting point for policy 
analysts and for small business owners to help answer ques- 
tions such as, Under what conditions should small businesses 
reposition as e-businesses? If a business is already successful, 
why invest resources in making that transition? What are the 
implications for small businesses if they continue with “busi- 


be 
ness aS usual * 


The paper shows how various functions (such as e-mail, 
Web presence, on-line order taking) are linked to specific 
technologies such as a Web site, Intranet and Extranet. 
Similarly, strategic objectives are associated with the poten- 
tial gains and cost savings a small firm may achieve. The 
comparative costs of engaging or not engaging in 

e-business are also set out. Tools to calculate benefits and 
costs are provided. The study concludes with an illustration 
of three hypothetical business cases of making the transition 
to e-business (assuming 4, 10 and 15 employees) using the 


tools developed in the paper. 


The full report is available at 
http://strategis.ic.gc.ca/SSG/ 1rd00099e. html 
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SMEs, Exports and Job Creation: 
A Firm-level Analysis q 


| Canada recently released Occasional Paper 26, SMEs, Exports 
and Job Creation: A Firm-level Analysis by Elisabeth Lefebvre and Louis A. 
Lefebvre of CIRANO and Ecole Polytechnique de Montréal. : 


The paper focuses on the importance of firm-specific factors for the 
export performance of small and medium-sized enterprises (SMEs), and — 
investigates the role of export activities in job creation by SMEs. Key 


findings of the research are: . 


¢ The most important determinants of export performance in SMEs 
are R&D, access to distribution channels, the proportion of scientists 
and engineers in the work force, volume of imports and firm size. 


* SMEs experiencing export expansion are more likely to have 
increased employment. This relationship is stronger in small firms 
than in medium-sized firms, but weaker for firms in industries with 
higher levels of R&¢D and human capital than in industries with 
lower levels of R&D and human capital. 


This paper is part of the Industry Canada Research Publications Program 
and is now available at http://strategis.ic.gc.ca/SSG/ra01789e.html 
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PERFORMANCE 
Trends 


[he number of business establishments in Canada 
‘eached 2 056 948 in June 2000, an increase of 
t.2 percent since September 1999. 


i 


[here were 2.32 million self-employed workers 
luring the second quarter of 2001, down 
t percent from 2.42 million recorded for the 


jame quarter in 2000. 


Bankruptcies numbered 2788 in the first quarter 
of 2001, an increase of 3.6 percent from the 
2691 reported for the same quarter in 2000. 
Business liabilities involved in bankruptcies also 


showed an upward trend, reaching $1.13 billion 
n the first quarter of 2001, an increase of 

58.7 percent from $815 million reported for 

the same quarter in 2000. 


fotal business loans outstanding from chartered . 

yanks amounted to $102.2 billion in the first 
juarter of 2001. Of these, 21.3 percent or 

21.8 billion were small loans (less than $500 000). 
1 the absolute value of small loans and their 

re of total business loans outstanding have 


n declining since 1997. 


Ue a 


http://strategis.gc.ca/SMEquarterly 


PROFILE OF 
CANADIAN EXPORTERS 


EDD Say, 


TR December 2000 issue of Small Business Quarterly featured the first 
issue of Statistics Canada’s Exporter Registry,* a new database on Canadian 
exporters and on the value of exports by industry, size of exporter, province 
of residence and destination. Statistics Canada has just released the second 
issue of A Profile of Canadian Exporters 1993-99. As before, a business 
establishment that has exports exceeding $30 000 annually is used as the 


statistical unit of measure. 


As shown in Table 1, in 1998 and 1999 the distribution of business 
among exporters was similar to the pattern in previous years. Of nearly 

30 000 exporters, a small number (about 1500 or 5 percent) of the largest 
exporters (with over $25 million worth of goods and services) accounted 
for over 80 percent of the value of all exports. Small exporters (under 

$1 million) comprised almost two thirds of the total number of establish- 


ments but contributed less than 2 percent of the total value of exports. 


General trends continued in the direction shown in previous years. While the 


total number of exporters has been fairly stable since 1995, growing only 


(continued on page 2) 
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1.3 percent per year, the value of exports has grown 
7.4 percent per year on average. The percentage of the 
smallest exporters (under $100 000) has continued to 
decline, to 21 percent in 1999, while the proportion of 
those in the $100 000 to $1 million range has remained 
stable at around 42 percent of total numbers. The next 
size of exporters ($1 to $5 million) has continued to gain 
ground, standing at 21 percent of all exporters in 1999, 
up from 18 percent in 1995; however, its share of export 
value has remained under 5 percent. Similarly, while the 
second-largest size ($5 to $25 million) showed significant 
increases in numbers and reached 11 percent of all 
exporters in 1999, its share of export value overall 


remained under 12 percent. 


As expected, the number of new exporters in any year 
is small; however, the size of new exporters has been 


gradually increasing. In 1999, new exporters with 


Table 1: Number of Exporters and Value of Exports (millions of aaate Canadian dollars), 1993-95 


exports under $100 000 accounted for 47 percent of all 
new exporters, down from 54 to 58 percent recorded 
from 1994 to 1997. In contrast, new exporters in the 
next size range (from $100 000 to $1 million) accounted | 
for 43 percent of all new exporters, up from an annual 
average of 38 percent from 1994 to 1997. The increase 
in size is explained by an increase in the volume of 
exports, an increase in prices or a combination of both 


factors. 


The full report (Catalogue No. 65-506-XIE, July 2001) 
may be purchased for $25 on the Statistics Canada 


Web site (www.statcan.ca). 


* Statistics Canada Catalogue No. 65-506-XIE, September 2001. The registry 

includes domestic exports (goods grown, extracted or manufactured in Canada) 
and goods of foreign origin that have been materially transformed in Canada. Ie 
excludes establishments with annual domestic exports under $30 000, groceries, — 


duty-free shop exports and goods of U.S. origin returning to the United States. | 


¢ 
1993 1994 1995 1996 1997 1998 1999 
Exporter Size Number Value Number Value Number Value Number Value Number Value Number Value Number Valu 
$30 000-$99 999 6 674 391 7 080 413 7 569 445 7 556 446 7 655 452 6 380 384 6 128 36 
% share 28.9 0.2 27.8 0.2 27.2 0.2 26.2 0.2 MND) 0.2 21.4 0.1 21.0 0, 
$100 000-$999 999 VT 3 401 10 898 3 885 11778 4191 12 103 4412 12 492 4589 12812 Aa] () noo Ss 4 60 
% share 42.3 1.9 42.8 1.8 47.4 Wad 41.9 lee 41.6 1.6 43.1 1.6 41.5 NM 
$1 000 000-$4 999 999 3.927 9 098 4298 10 025 4909 11 622 5 258 12 322 5 649 13 362 6012 14 329 6 199 14 8& 
% share 17.0 5.2 16.9 47 a 48 18.2 48 18.8 48 20.2 49 Dil; 4 
$5 000 000-$24 999 999 1853 20 803 2 167 24 565 2389 27 490 2666 30195 2909 33180 3057 34563 3238 3700 
% share 8.0 11.8 8.5 11.6 8.6 iis} 2 7 Shit 9) 10.3 11.8 lp lL 
$25 000 000 and over 899 142 659 1032 #172 180 1156 200 485 1277 209 703 1340 227 294 1492 239817 1540 268 34 
% share 315) 80.9 4] 81.6 42 82.1 44 81.6 45 81.5 5.0 81.6 5.3 82 
Total 23 130 $176352 25475 $211068 27801 $244233 28860 $257078 30 045 $278 876 29753 $293 794 


29 243 $325 2C 


Source: Statistics Canada, Exporter Registry, July 2001. 
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BUSINESS 
Establishments 


A= to Statistics Canada’s Business Register, the total number 
of business establishments* reached 2 056 948 in June 2000. As shown 
in Table 2, almost half had no employees. Of the remainder, almost 

58 percent had fewer than 5 employees. Establishments with one or 
more but fewer than 10 employees made up 75 percent of the balance, 
while those with fewer than 50 accounted for 95 percent and those 
with fewer than 100 employees made up 98 percent of business 


establishments with at least one employee. 


Nearly 34.5 percent of business establishments were located in Ontario, 
with 23.5 percent in Quebec, 35 percent in the Western provinces and 


6.3 percent in the Maritime provinces. 


* Business establishments are businesses that have at least one paid employee, have annual sales revenue 
of at least $30 000, or are incorporated and have filed a federal corporate income tax at least once in 


the past three years. 


Province or Territory Grand Total Indeterminate* Total 1-4 5-9 10-19 


British Columbia 297 044 140 448 156 596 89 787 27 823 a7 
Alberta 264 489 135 091 129 398 74 251 22 605 16 065 
Saskatchewan Vy ye 52 684 41 288 24 633 1 SD 4982 
fanitoba 73 702 37 662 36 040 19 929 6 094 4779 
Ontario 709 038 370 998 338 040 182 125 59 137 43 969 
Quebec 482 868 238 137 244 731 153 344 38 521 24 902 
New Brunswick 43 876 15 768 28 108 16 636 4932 3.213 
Nova Scotia 49 945 18 159 31 786 18 149 5 628 3935 
Prince Edward Island 10 354 3 209 7 145 4 332 1335) 812 
Newfoundland 25 561 7794 17 767 10 884 3 130 1 928 
Nunavut 674 155 519 165 143 98 
Northwest Territories 2 614 822 1792 757 462 303 
Yukon Territory 2811 1110 1701 875 363 DS) 


Table 2: Business Establishments by Employment Categories and Province or Territory, June 2000 


Employer Businesses 


Canada 2 056 948 1 022 037 1 034 911 595 867 177 765 124 835 


Number of Employees 
20-49 50-99 100-199 200-499 500+ 
13 251 3759 It Sy 610 May! 
10 840 3 446 1 427 550 214 
2 802 72) 337 157 64 
3 328 1 164 433 208 105 
33.252 11 361 5 173 2 088 935 
17 830 Se) 2 453 1115 587 
2 239 631 293 118 46 
2736 776 358 133 71 
455 116 60 27 8 
1 210 337 150 2 49 
76 26 7 4 0 
171 53 33 11 2 
149 38 13 9 2 
88 339 28 407 12 269 5 109 2 320 


Source: Statistics Canada, Business Register, June 2000. 
*The Indeterminate category consists of incorporated or unincorporated businesses without employees. 
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SELF-Employment 


A to Statistics Canada’s Labour Force Survey, 2.32 million 
Canadians, or approximately 14.3 percent of the total labour force, were 
self-employed in the second quarter of 2001 (calculated from seasonally 
adjusted monthly data). This represents a 4 percent decline from the 


same quarter in 2000. 


Chart 1 shows trends in self-employment since 1990. In the second 
quarter of 2001, self-employed males numbered 1 529 900 or 66 percent 
of total employment, while self-employed females numbered 788 100. 
The share of self-employment by females grew slowly during the last 
decade, from 31 percent of the total in the first quarter of 1990 to 

a peak of 36.1 percent in the fourth quarter of 1998, decreasing to 


34 percent in the second quarter of 2001. 


1990-2001 


Chart 1: Self-employed Persons by Gender, 


3000 
—*®— Total Self-employed 


—4+— Male 


Self-employed (000s) 


WVULSYULGYULBUULCGUULCGUYALCGYULGUAUL GY ULVEAUYL GY UVBUUe 


1990 1991199251993 1994" 1995. 199655 9 1997, 


1998 1999 2000 2001 


Source: Statistics Canada, Labour Force Survey, calculated from seasonally adjusted monthly data. 
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| . The Canadian economy... rose at an annualized rate 
B a 4) hb YL Up L c Z e AY of 2.5 percent in the first quarter of 2001, up from a revised 


1.6 percent in the previous quarter. New housing construction 


and consumer spending on goods and services recorded gains, 


i. number of bankruptcies in Canada increased by 3.6 percent 


; : : : ffsetting declines in i d f machi 
n the first quarter of 2001, to 2788 from 2691 for the same quarter ea te ee ee 


See : d equi 3 
n 2000 (see Chart 2). This is the second consecutive quarterly age 


ncrease since the third quarter of 2000. The economic outlook... calls for growth to slow from 
sree teak ae ; the strong pace of the previous two years. The consensus of 

3usiness liabilities involved in bankruptcies also continued an upward ey yi y 
private-sector forecasts in July 2001 calls for growth of 


2.3 percent in 2001, followed by 3.2 percent in 2002. 


rend. They increased by 38.7 percent in the first quarter of 2001, to 
31.13 billion from $815 million for the same quarter in 2000. 
The July Business Conditions Survey... states that 


manufacturers remain concerned about the 


potential for production slowdowns in 
Chart 2: Business Bankruptcies and Liabilities, the coming months, although they are 
1 9 [o) = 2 0 0 i, somewhat less pessimistic than before. 


Overall, 72 percent of manufacturers 
-— | 4500 


fq Miabilitics stated an intention to maintain or increase 


2500 Wa 


— No. of Bankruptcies 4000 | production in the coming quarter, up from 


2000 oh 68 percent in April. Those most concerned 


about production prospects in the coming 


3000 months were producers in the transportation 


1500 equipment, wood and paper industries. 


2500 : ; 
Employment prospects remained uncertain, 


2000 and more manufacturers were concerned 


1000 about current levels of orders and inventories. 


1500 


Liabilities ($ millions) 
No. of Bankruptcies 


The national unemployment 


1000 : 
rate... in June was unchanged at 


500 7.0 percent for the fourth consecutive 


month. Employment growth was only 


0 . é 
u aerseearseeargeeweaeewveurwewruereea 0.2 percent in the first six months of 2001, 


1995 1996 1997 1998 1999 2000 2001 


Source: Industry Canada, Office of the Superintendent of Bankruptey. 


in contrast to the 1.2 percent gain recorded 


in the second half of 2000. 


Inflation... slowed to 3.3 percent in June 
down from 3.9 percent in May. Higher energy prices continue 
to drive inflation up and accounted for more than one quarter 
of the rate in June. However, “core” inflation was 2.0 percent, 
still within the Bank of Canada’s official target range of 1 to 
3 percent (the “core” rate excludes the volatile food and energy 


components as well as the impact of indirect taxes). 


(continued on page 7) 
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BUSINESS Loans 


Si DN eons Chart 3: Chartered Bank Small Loans 


$500 000) outstanding from chartered f fone 
to Business (less than $0.5 million) 


banks amounted to $21.8 billion in the 


first quarter of 2001, accounting for 


21.3 percent of total business loans 


outstanding. Although both the value of 


small loans and their percentage share 


decreased from the previous quarter, the 
declines were insignificant compared to 


earlier years. 


7) 
7 
= 
isa) 
A 


Chart 3 illustrates that small loans, as a 

percentage of total chartered bank loans, 
have continued to decrease over the past 
four years. From the peak of the second 


quarter of 1997, the share of small loans 


Percentage of Total Value of Business Loans 


to total loans has decreased by 5 percentage 


points and the absolute value has ~~ @ee~ursex~arsxyuesew~areseHweaesea 
d d by $1.8 billi 1995 1996 1997 1998 1999 2000 2001 
pap eee y : mee Source: Bank of Canada. 


EQUITY financing 


relatively unknown way of obtaining equity financing is through informal investors or business “angels.” These individuals, often 
former entrepreneurs, want to invest their money in small companies in return for a percentage of ownership. In addition to financing, 
these investors usually offer other non-financial services such as market and business intelligence. Table 3 lists typical characteristics and 


non-financial contributions of informal investors. 


Informal investors tend to focus on industries in which they have had 


Table 3: Profile of Informal Investors 


previous success as entrepreneurs. They also tend to invest in local firms 


“EN f ; Typical Characteristics of Common Non-financial 
within approximately 100 kilometres. Informal Investors Contributions 
5 é ° 2 igh-i adv} 

A report prepared for Industry Canada notes that informal investors self-made, high-income * advice 

i am a * well-educated * contacts | 
annually invest an amount between $1 billion and $20 billion in * middle-aged * hands-on assistance | 

. ©) : . . . 
Canada. The full report, Informal Equity Capital for SMEs: A review of * predominantly male * market and business intelligence 
* prefer investing within their localities * board involvement 


literature, by Equinox Management Consultants L I vie 
ad sy 8 ts Ltd., ny, be acquired * have entrepreneurial experience * credibility 


by contacting parker.andrew@ic.gc.ca. 
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RECENT 
Developments 


\ 
| 
: 
| 


Entrepreneurship Education, Training and 
Development in Canada: Combining Academic 
and Field Experience 


Le University is pleased to be hosting the 18th Annual 
conference of the Canadian Council for Small Business and 
sntrepreneurship (CCSBE)/Conférence annuelle du Conseil 
canadien de la PME et de l’entrepreneuriat (CCPME). The 
conference will run from Thursday, October 11 through Sunday, 
Jctober 14, 2001, giving participants an opportunity to enjoy the 
pectacular display of fall leaves. The event will take place at the Plaza 
dotel in Sainte-Foy, not far from the airport or the bus station, and 
convenient to the campus of Laval University, large shopping malls 
Ind Québec City. 


i 
{ 


More information on the conference is available at: 


ittp:/ /www.fsa.ulaval.ca/evenements/ccpme/Default.asp?la=en. 
Canadian Chamber of Commerce to Assist 
SMEs in Adopting E-Business Strategies 


: 

i. Canadian Chamber of Commerce recently announced that it 
s developing an e-business toolkit designed to help SMEs overcome 

| arriers impeding their use of e-business. The announcement was 
nade as part of the launch of ebiz.enable, Industry Canada’s new 
ynline, business-to-business, information source (http://strategis.gc. 
ta/sc_indps/ebiz/engdoc/homepage.php). The toolkit will be made 


wailable on the Web site. 


(continued on page 8) 
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Data as of August 2, 2001 
(continued from page 5) 


The bank rate... was lowered 25 basis points by the Bank 
of Canada on July 17. The Bank has lowered interest rates by a 


cumulative 1!/2 percentage points since January 2001. 


The Canadian dollar... has strengthened in recent months. 
It reached a high of US$0.662 in early July before retreating to 
US$0.652 by the end of the month. 


Merchandise exports... decreased 5.7 percent in real 
terms in the first quarter of 2001, reflecting the weak U.S. 
economy. Major contributors to the decline were lower auto 
exports and the largest drop in machinery and equipment 
exports in a decade. At the same time, imports fell 11.0 percent 
in the same period, their largest retreat since 1984. As a result, 
Canada’s real trade surplus recorded an all-time high of 

$12.7 billion for the first quarter of 2001. 


Housing investment... surged in the first quarter of 
2001, helped by a large increase in new housing construction. 
Moreover, in June, a large gain in housing starts offset a decline 
in the previous month, raising the second-quarter average 

0.9 percent above that for the first quarter. Canada Mortgage 
and Housing Corporation (CMHC) predicts strong demand 

in the housing market for 2001 and 2002, fueled by lower 


mortgage rates and strong income gains. 


Retail sales... tose 0.2 percent in May to $24.3 billion. 


May’s retail activity was bolstered by higher sales in stores 
classified as “other retail,” as well as in drugstores and food 
stores. Consumer spending showed an annualized 3.6 percent 
in the first quarter of 2001, rallying from a weak increase in the 
previous quarter. Consumer spending was spurred by sales of 
big-ticket items such as furniture and appliances, supported by 


the active housing market, as well as by auto sales. 


Corporate profits... rose 16.2 percent (annual rate) in 
the first three months of the year. Profits were lower in the 
manufacturing sector, but higher prices boosted results in the 
oil patch. Energy rebates for businesses in the west also 


contributed to the overall increase. 


(continued from page 7) 


Business Development Bank of Canada Mandate 
Review and Annual Report 


T he Honourable Brian Tobin, Minister of Industry, recently tabled 
a review of the provisions and operations of the Business Development 
Bank of Canada (BDC). It fulfils the commitment in the enabling 
legislation of 1995 to conduct a review in five years and to report 
within one year. Supporting Small Business Innovation: Review of the 
Business Development Bank of Canada is available at http://www.ic. 


gc.ca/cmb/Welcomeic.nsf/ICPages/SpecialReports. 


‘Two supporting research reports are available online at http://www.bdc.ca. 


One is Financing Services to Canadian Small and Medium-Sized 
Enterprises by Angus Reid and the other is Recent Developments in 
SME Debt Financing: The Supply Side by SECOR. 


The BDC also tabled its annual report. As at March 31, 2001, the 
Bank authorized over $1.5 billion in new lending to support small 
business projects across the country. Consistent with the Bank's focus 


on small businesses, 75 percent of loans were for $250 000 or less. 


Small Business Quarterly 
Small Business Policy Branch 


New, User-friendly Steps to Growth 
Capital Web Site Launched 


A new online version of Steps to Growth Capital: the 
Canadian entrepreneurs guide to securing risk capital has 

been launched at http://growth.ic.gc.ca. Much easier to 

use than the previous version, it features an investor readiness 
self-assessment test as well as Fast Track to Growth Capital, ar 


overview to orient users or provide a speedy refresher course. 


Steps to Growth Capital was created to help growth-oriented 
SMEs become “investor-ready.” It comes complete with 
practical tools, valuable links and resources. In nine steps, it 
shows entrepreneurs how to identify their financial needs; 
know their financing options; show their investment 
potential; demonstrate their management capabilities; build 
an investment proposal; identify potential investors; meet 
potential investors; negotiate the deal; and close the deal. 

It is a must for all growth-oriented SMEs seeking equity 


financing. 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read snapshot of the recent 


performance of Canada’s small business sector. The SBQ is published by the Small Business Policy 


Branch of Industry Canada. 


Please send your comments to the editor: 


Prichya Sethchindapong 
E-mail: sethchindapong. prichya@ic.gc.ca 


Small Business Policy Branch 
Industry Canada 

235 Queen Street 

Ottawa ON KIA 0H5 

Tel.: (613) 954-5494 

Fax: (613) 954-5492 
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PERFORMANCE 
Trends 


“he number of business establishments in Canada 
lropped to 2 024 508 in December 2000, a 
lecline of approximately 1.6 percent from the 

' 056 948 establishments recorded in June 2000. 


ielf-employed workers in Canada numbered 
.31 million in the third quarter of 2001, down 


1.3 percent from the same quarter in 2000. 


There were 2726 bankruptcies reported in the 
econd quarter of 2001, marking an increase 

if 9.1 percent from the same quarter in 2000. 
Susiness liabilities involved in bankruptcies also 
howed an upward trend, reaching $1.92 billion 
a the second quarter of 2001, an increase of 


12.9 percent from the same quarter in 2000. 


‘otal business loans outstanding from 
hartered banks amounted to $100.2 billion 
n the second quarter of 2001, down from 
1102.2 billion from the previous quarter. 


n the venture capital market, $2.5 billion was 
lisbursed in 521 rounds of financing in the 

irst six months of 2001, up from the $2.4 billion 
lisbursed in 680 rounds over the 
ame period in 2000. 
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http://strategis.gc.ca/SMEquarterly 


NEW DATA ON PAID 
EMPLOYMENT IN 
CANADIAN SMALL 
BUSINESS SECTOR 
EXPECTED SOON 


tatistics Canada’s monthly Survey of Employment, Payrolls and Hours 
(SEPH) is designed to provide monthly estimates of payroll employment, 
paid hours and earnings at detailed industry levels for all of Canada, as well 
as for each province and territory. SEPH data were first published for the 
April 1983 reference month and were based on a monthly sample size of 
70 000 establishments. Over the past several years, this survey program 

has undergone major developments to improve data quality and reduce 


the cost of obtaining the information. 


In a three-phase redesign, implemented in March 1994, May 1996 and 
May 1998, survey questionnaires were gradually replaced by administrative 
data. The administrative sample used to derive employment and monthly 


payroll data was supplemented with a Business Payrolls Survey (BPS) of 


(continued on page 2) 
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(continued from page 1) 


establishments. It enabled the SEPH monthly sample 
size to be reduced to the 10 000 establishments sample 
size of the BPS.* 


The Small Business Quarterly, in circulation since 1996, 
has published quarterly data from the SEPH. These data 
were broken down into three employment sizes, in addi- 
tion to the enterprise level, based on a special tabulation 
for Industry Canada. In January 2001, SEPH migrated 
from the Standard Industrial Classification (SIC) to the 
new North American Industry Classification System 
(NAICS). During this process, SEPH data by size of 


business have not been available. 


When SEPH data by size of business become available 
again, the breakdown by employment size will be in 


seven categories: 


0-4* 519 20-49 50-99 100-299 300-499 500+ 


*Companies without employees are not included in the survey. 


The industry breakdown will be as shown in Table 1. 
Some data may be suppressed because of confiden- 
tiality restrictions. Revised survey data will restate the 
four quarters of the year 2000, as well as provide current 
estimates on a quarterly basis. The data are expected 

to be available by the end of this year in PDF format 
under Statistics Canada Catalogue Number 72-002XIB, 
Employment Earnings and Hours. 


* Agriculture, fishing and trapping, private household services, religious 


organizations and defence services continue to be excluded from the survey. 


Table 1: Industry Classification 


(NAICS) 


31-33 


44-45 
48-49 


Forestry 

Mining and oil and gas extraction 

Utilities 

Construction 

Manufacturing 

Wholesale trade 

Retail trade 

Transportation and warehousing 
Information and cultural industries 
Finance and insurance 

Real estate and rental and leasing 
Professional, scientific and technical services 
Management of companies and enterprises 


Administration, support, waste management and 
remediation services 


Educational services 

Health care and social assistance 

Arts, entertainment and recreation 
Accommodation and food services 

Other services (excluding public administration) 


Public administration 


| 
| 
| 
' 
i 
| 
| 
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BUSINESS 
Establishments 


A 


ccording to Statistics Canada’s Business Register, the total number of 
‘business establishments* in Canada declined during the last six months 
lof 2000 by approximately 1.6 percent, from the 2 056 948 recorded in 
June 2000 to 2 024 508 in December 2000. The number of businesses 
lin the indeterminate category (businesses without employees) declined 
by 3.9 percent over the last half of 2000, while employer businesses 


increased by 0.7 percent. 
| 


Table 2 provides a breakdown of business establishments in Canada by 

size and industry. Approximately one third of all businesses are either in 
professional, scientific and technical services, in construction or in retail 
trade, which are the three most populated industries. Among businesses 
without employees, the largest concentrations are, again, in professional, 


scientific and technical services, in forestry, in construction, and in real 


While almost 95 percent of Canadian employer 
business establishments have fewer than 50 employees, 
the highest concentrations of the smallest firms 

(1 to 4 employees) are found in professional, scientific 
and technical services, as well as in construction, 

in other services and in retail trade. The retail trade 
industry is strongly represented in all size classes up 

to 200 employees. In size classes above 50 employees, 


manufacturing firms become increasingly prominent. 


* Business establishments are businesses that have at least one employee, have 
annual sales revenues of at least $30 000, or are incorporated and have filed 


a federal corporate income tax return at least once in the past three years. 


estate and rental and leasing. 


Table 2: Business Establishments by Size of Employment and Industry, December 2000 


Employer Businesses 


Number of Employees 
Industry Grand Total Indeterminate* — Total 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 
BB Forestry 190 252 125 950 64 302 50 576 7 061 3 858 2 027 524 192 58 6 
| Mining and oil and gas extraction 14 047 6 265 7 782 4592 996 853 689 314 168 120 50 
Utilities 1978 625 1353 549 270 174 168 69 46 45 By 
Construction 218 746 110 146 108 600 70 875 16 681 10 621 7 047 HANGS) 859 268 54 
Manufacturing 100 617 33 439 67 178 29 269 10 071 8 733 9 165 4870 3016 1 580 474 
Wholesale trade 115 663 49 055 66 608 32 628 12 615 9 989 7 578 2471 978 288 61 
Retail trade 205 529 74 280 131 249 61 908 30 189 20508 11750 4212 1936 604 140 
Transportation and warehousing 96 626 50 254 46 372 31 541 5 703 3941 3103 1172 542 236 134 
Information and cultural industries 26 013 11 895 14118 6975 2 192 1 865 1759 733 355 165 74 
Finance and insurance 103 273 68 193 35 080 17 793 5 835 4 635 4795 1 122 507 244 149 
Real estate and rental and leasing 150 408 110 827 39 581 25 691 6 039 3 860 2 661 873 307 116 34 
Professional, scientific 
and technical services 237 128 129 604 107 524 74501 14594 9 145 6113 1 895 862 310 104 
Management of companies 
and enterprises 68 526 51 342 17 184 9 816 2 825 1953 1 582 637 283 58 30 
Administration, support, waste 
management and remediation 
services 88 107 43 000 45 107 26 927 7 356 4 862 3578 1270 667 340 107 
Educational services 16579 5 697 10 882 5 783 1 638 1190 959 Boy] 250 228 437 
Health care and social assistance 88 114 8 966 79 148 46 101 14981 9 096 4790 1791 1 208 77\ 410 
Arts, entertainment and recreation 34724 16919 17 805 9 981 DOTS) 2179 1 635 582 263 132 58 
Accommodation and food services 106 128 29 585 76 543 29 408 14947 14056 12165 4 370 1199 34] 57 
Other services 154 231 56 204 98 027 67 203 16 451 8 708 4 063 1 005 400 155 42 
Wm Public administration 7 819 58 7761 2 328 7s 1041 1028 577 429 337 300 
Total all industries 2 024 508 982 304 1042204 604445 175140 121267 86655 31079 14 467 6 396 2753 


Source: Statistics Canada, Business Register, December 2000. 
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*The indeterminate category consists of incorporated or unincorporated businesses without employees. 


SELF-Employment 


‘A to Statistics Canada’s Labour Force Survey, 2.31 million Looking at the changes by industry, most increases are 
persons were self-employed in the third quarter of 2001, down 3.3 percent to be found in the service-producing industries,* though 
from the 2.39 million recorded in the same quarter of 2000. self-employed construction workers also increased their 


ate a numbers substantially (by 19 percent). The single largest 

The Labour Force Survey distinguishes five categories of self-employed : 

: ; increase in self-employment was in the management of 

workers: those who work with paid help and those without paid help, and, eit cero ; 

ey companies and administrative and other support services 

in each, whether their business is incorporated or unincorporated; unpaid ; i é | 
a. a industry, which grew by 56 percent. Other large increases 

family workers make up the fifth category. Table 3 provides some statistics ; ae ; ; 

‘ were in professional, scientific and technical services 

for each of the categories, showing that between 1995 and 2000, most E : ; 

: : ; (47 percent) and in educational services (34 percent). 

of the increase in self-employment consisted of self-employed persons 


: : : : “B ional Statistics Canada definition, the goods-producing sect 
working without employees. Incorporated and unincorporated combined, ee Oe 1 ak cope eee 


f ; consists of the agriculture, forestry, fishing, mining, oil and gas, construction 
these types of workers expanded by page percent over that period. Unpaid and manufacturing industries. The rest of the industries constitute the service- 
family workers declined by 25 percent while self-employed workers with producing sector, 

paid help increased their ranks by only one percent during the same 


period. Total self-employment increased by 15 percent over the five years. 


Table 3: Number of Self-employed Workers in Canada by Category and Industry, 
1995 and 2000 (000s) 


With Paid Help Without Paid Help Unpaid Fan 
Total Incorporated Unincorporated Incorporated Unincorporated Workers 

Industry 1995 2000 1995 2000 1995 2000 1995 2000 1995 2000 1995 200) 
Agriculture 288.4 249.0 26.2 26.7 45.5 28.4 13.8 24.3 173.7 147.8 29.3 2 
Forestry, fishing, mining, 

oil and gas 48.6 48,7 12.9 11.9 13.0 8.2 3.2 6.3 18.4 21.5 0.0 0.! 
Construction 232.9 MS 69.4 66.2 38.8 34.5 23.1 38.1 97.8 pe? 3.8 3e 
Manufacturing OOM 92.7 50.3 48.6 13.9 10.7 7.8 eS 25.0 24.7 1) 0.1) 
Retail and wholesale trade 328.4 313 123.3 Wale? 46.9 42.7 31.5 40.7 118.0 107.8 8.7 4.) 
Transportation and warehousing nil 141.7 18.7 253) 13.1 12.4 9.6 23.8 BW Wil 0.0 0.) 
Finance, insurance, real estate and 

leasing 111.6 130.9 28.4 ial 10.2 11.0 12.1 21.6 60.0 70.0 0.0 0.) 
Professional, scientific and technical 

services 221.5 326.7 50.8 63.9 36.1 36.9 30.0 69.9 103.2 154.6 iS) 0. 
Management of companies and 

administrative and other support 

services 103.0 160.4 22.8 21.9 12.9 19.0 nS 15.6 58.0 101.9 1.9 2 
Educational services 33.9 45.4 335) 42 2.9 1.8 2.6 2.9 25.0 36.2 0.0 04 
Health care and social assistance 184.9 199.6 WOKS 274 35.3 43.5 6.7 7.0 119.7 121.1 0.0 0. 
Information, culture and recreation 76.8 96.0 12.4 13.2 49 49 6.0 13.1 Bil 64.6 0.0 Ou 
Accommodation and food services 80.4 98.0 39.8 447 21.7 26.3 DY 5.6 Di 18.5 3.4 2 
Other services 190.2 237.6 29.4 31.9 23.9 24.6 i) 20.8 120.8 157.8 2.6 21 
Public administration WD) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0. 
Total all industries 2097.8 2421.4 510.5 534.9 319.3 305.1 170.5 297.0 1039.6 1241.1 57.9 43. 


Source: Statistics Canada, Labour Force Survey. 


Note: Labour Force Survey suppresses data if the size of an estimate is below their release criteria level. Therefore, the industrial data may not add up to the national total. 
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Bankruptcies 


al... were 2726 bankruptcies reported in Canada in the second 
quarter of 2001. This is down slightly from the 2788 reported in 
the first quarter (see Chart 1), but up 9.1 percent compared with 
the second quarter of 2000. This is the fourth consecutive quarter 
of year-over-year increases, which suggests that, after a four-year 


decline, there is now an upward trend in the number of bankruptcies. 


Bint 


Data as of November 2, 2001 


The Canadian economy... grew 0.4 percent (annual rate) 
in the second quarter of 2001. This is down significantly from 
the first quarter's growth of 2.0 percent, and represents the 
weakest advance in nearly six years. Domestic demand soft- 
ened, with markedly slower growth in consumer spending and 
housing, and exports fell for a third straight quarter. However, 
business investment in machinery and equipment rebounded, 


as spending on automobiles and software recorded gains. 


The economic outlook... has worsened. There are clear 


Despite the drop in business bankruptcies, business liabilities 
involved in bankruptcies increased by 70.5 percent to $1.92 billion 
between the first and second quarters of 2001. Compared with the 
second quarter of 2000, the increase is even higher, at 92.9 percent. 
Business liabilities have been relatively stable in the late 1990s but 
the most recent four quarters have been volatile, and year-over-year 


liabilities have been on the increase for the last six quarters. 


Chart 1: Business Bankruptcies and Liabilities, 
1995 O0T 
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No. of Bankruptcies 


signs of slowing activity and a deteriorating outlook for the 

U.S. economy, especially since the events of September 11th. 

The October 2001 consensus of private-sector forecasts calls 
for growth of 1.4 percent in 2001, followed by 1.7 percent 

in 2002. 


The October Business Conditions Survey... 


revealed that manufacturers were increasingly concerned 


about the potential for production 

~~ 
slowdowns and employment prospects 
for the fourth quarter. Overall, about 


33 percent of manufacturers stated they 


planned to reduce production in the 
coming months, up from 28 percent 

in July. Producers in the transportation 
equipment and primary metals industries 
were most likely to expect production 
cutbacks. Dissatisfaction with the current 
level of orders increased to its highest rate 
since March 1991, but most reported 
being satisfied with finished-product 
inventories. Many respondents replied 


that it was difficult to assess prospects for 


the fourth quarter given the uncertainty 


caused by the September 11th terrorist 


attacks in the United States. 


The national unemployment 
rate... edged up to 7.3 percent in 
October, largely owing to an increase in 
the size of the labour force. Employment 


changed little over the month, still down 


13 000 since May. 


(continued on page 7) 


2, 


BUSINESS Loans 


a. Seog) Gtetucellelcairet! Chart 2: Chartered Bank Small Loans 


| (1 han $500 000) inued i ; aK 
SRT. hr eae to Business (less than $0.5 million) 


downward trend in the second quarter 


of 2001. Small loans to businesses 
amounted to $21.5 billion, a $0.3-billion 
or 1-percent decline from the same quarter 
in 2000. Chart 2 illustrates that despite 


a decrease in the value of small loans, 


their percentage share increased slightly 
(up 0.2 percent). This is the result of a 


decrease in total chartered bank loans, 


$ Billions 


from $102.2 billion in the first quarter 
to $100.2 billion in the second quarter 
of 2001. 


—— Value of small loans to business 


— Percentage of total value of business loans 


Despite the Bank of Canada’s effort to 


boost confidence by lowering interest rates 


Percentage of Total Value of Business Loans 


by 300 basis points so far this year, the SYAaRnoaearsauanareseeyare swe AReHsesyay 
ongoing general weakness in the economy 1995 1996 1997 1998 1999 2000 2001 

will likely cause the total chartered bank eee OP tears 
loans to remain sluggish through the rest 


of the year. 


EQUITY Financing 
TS venture capital market 


remained strong for the first 


Table 4; Regional Distribution of Venture Capital Financing 
and Percentage Share of Industry Disbursements, 
First Six Months of 2001 


six months of 2001. During this 
period, $2.5 billion was disbursed 
in 521 rounds of financing (Table 4), 


ah Number of Financing Amount Invested Percentage Share of 

compared with the $2.4 billion Rounds ($ Millions) Industry Disbursements 
disbursed in 680 rounds over Brianne 52 255 10 
the same period in 2000. The Prairies 59 93 4 | 

Ontario 153 1200 49 
pnied aes faced a 58-percent Ouse: 188 504 0 
decline in disbursements, from Atlantic 15 38 2 / 
US$53.7 billion during the To Foreign Firms 4 379 5 } 
first half of 2000 to US$22.8 billion Total 521 2465 | 


in the first half of 2001. Source: Macdonald & Associates Limited, The Venture Capital Industry in the First Half of 2001. 


(continued on page 7) 
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(continued from page 6) 


The bulk of investments continued to be located in 
Ontario over the first six months of 2001. Table 4 
shows the regional distribution of venture capital 
financing (by number and amount invested) and 
percentage share of industry disbursements. Ontario 
captured $1.2 billion of disbursements, up slightly 
from the previous year. Ottawa-area companies 
accounted for 53 percent of these disbursements. 
Quebec-based companies remained on par with 

last year, attracting $504 million. British Columbia 
firms captured $255 million, up 20 percent from the 
previous year. Atlantic Canada’s share also grew; this 
region attracted $38 million in capital investment, a 
41-percent increase. The Prairies (Alberta, Manitoba 
ind Saskatchewan) captured $93 million of disburse- 
nents, down from $132 million in the first six months 
of 2000, with most of this decline in Alberta. 


RECENT 
Developments 


SME E-Business Information Toolkit 


IT he September 2001 issue of the Small Business Quarterly 
imnounced the development of the SME E-Business Information 
loolkit by the Canadian E-Business Opportunities Roundtable, 

n partnership with the Canadian Chamber of Commerce. The 
oolkit is designed to give small and medium-sized enterprises the 
nformation and know-how to implement business-to-business 
wctivities. It is now available on Industry Canada’s e-business portal 


‘biz.enable (www.strategis.ic.gc.ca/ebizenable). 


The SME E-Business Information Toolkit was launched as part 
of Small Business Week, which ran from October 21—27, 2001. 


(continued on page 8) 
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Data as of November 2, 2001 
(continued from page 5) 


Inflation... was 2.6 percent in September, down from 
2.8 percent in August, as energy prices recorded a weaker 
year-over-year increase. Higher food prices pushed overall 
inflation up, accounting for almost one third of the rise. 
The year-over-year CPI core inflation rate (which excludes 
the volatile food and energy components) was 2.3 percent 
in September, still well within the Bank of Canada’s official 


target range of 1 to 3 percent. 


The bank rate... was lowered 75 basis points by the Bank 
of Canada on October 23. The Bank of Canada has lowered 


interest rates by 3 full percentage points since January 2001. 


The Canadian dollar... lost ground in recent months, 
sliding to US$0.6266 on November 1, its lowest level ever. 


Merchandise exports... fell 3.1 percent (annual rate) in 
the second quarter in real terms. A boom in automotive exports, 
driven by a stronger demand in the U.S. market, was not suf- 
ficient to offset lower demand for telecommunications equip- 
ment, natural gas and electricity. Imports rose 2.1 percent, 
rebounding from their first quarter drop as demand for motor 
vehicles strengthened. Consequently, Canada’s real trade surplus 
was $9.9 billion in the second quarter, down from the first 


quarter but nonetheless the second highest level ever recorded. 


Housing investment... cooled in the second quarter 


with spending on residential construction edging up a modest 
0.4 percent and new-housing construction falling. Housing 
starts were highly volatile in recent months, rising sharply 

in June, falling back in July and then posting solid growth 

in August. The Canada Mortgage and Housing Corporation 
expects that even with the slowing North American economy, 
residential construction will still benefit from favourable 
mortgage rates, strong employment and income gains over 


the past two years, tax cuts and rising migration. 


Retail sales... edged up 0.3 percent in August to $24.3 billion, 
sustained by higher sales in the automotive and clothing 
industries. Retail activity has been relatively flat since April, 
reflecting the economic uncertainty. Consumer spending 
advanced 1.1 percent in the second quarter, down from a solid 
3.4-percent growth in the previous quarter. Mild weather 
resulted in lower expenditures on natural gas and other fuels, 
and spending was little changed across a broad range of 


goods and services. 


Corporate profits... fell 6.4 percent (annual rate) in 
the second quarter. Continued weakness in export-oriented 
manufacturing industries and lower energy prices were 


key factors in the overall drop in corporate profits. 7 


(continued from page 7) 


The Canadian Equity Markets 


he Small Business Policy Branch has commissioned 

three specialized studies on Canadian formal and informal 
equity markets. These studies into informal (angel) investment, 
venture capital and the [PO markets have been undertaken 

as part of the SME Financing Data Initiative. They will help 
compose a comprehensive portrait of the Canadian equity 


markets. 


Two papers were prepared by Equinox Management 
Consultants. They were “Practices and Patterns of Informal 
Investments” and “Value Added by Informal Investors.” A third 
was prepared by E. Wayne Clendenning & Associates, entitled 
“Issues Surrounding Venture Capital, Initial Public Offering 
(IPO) and Post-IPO Equity Financing for Canadian Small 
and Medium-Sized Businesses (SMEs).” 


For further details on the reports, please send an e-mail to: 


prg-sbpb@ic.gc.ca. 


Small Business Quarterly 
Small Business Policy Branch 


Trends in Small Business 


rT he CIBC has released “Trends in Small Business as of 
October 2001,” the latest edition of this trends series by CIBC's 
senior economist, Benjamin Tal. The report reviews some of the 


issues affecting the small business community in today’s economy. 


Among his findings, Tal reports the number of self-employed 
workers in the Canadian economy has stabilized in recent months 
after falling by more than 200 000 between the beginning of 2000 
and May 2001. He explains the drop is typical during the late 
stages of an economic boom where people who had been forced 
into self-employment by job loss were able to find more suitable 
paid-employment jobs. Tal predicts that, as the economy continues 
to slow, this trend will reverse itself and that self-employment will 


grow in the coming months. 


The full report is available at www.cibc.com/english/ 
business_services/economics/21_ANALYSIS/index.html. 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read snapshot of the recent 


performance of nada's small business sector. The SBQ is published by the Small Business Policy 


Branch of In ada. 


Please send your comments to the editor: 


Prichya Sethchindapong  tts~S 
E-mail: sethchindapong.prichya@ic.ge.ca 
Small Business Policy Branch: 
Industry Canada. 

235 Queen Street 

Ottawa ON KIA 0H5: 

Tel.: (613) 954-5494 

Fax: (613) 954-5492 
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PERFORMANCE 


Trends 


small businesses accounted for 63.5 percent of the 
ipproximately 200 000 new payroll jobs that were 
treated between the third quarter of 2000 and the 
hird quarter of 2001. This was up sharply from 
he first half of the year, when the job market 
xpanded more robustly but the small business 
iontribution averaged only 27.1 percent. 


Chere were 2.3 million self-employed workers 
n the fourth quarter of 2001, down 2.6 percent 
rom the same quarter in 2000. 


ankruptcies numbered 2148 in thethird quarter 
if 2001, a decrease of 9.5 percent from the: ‘same | 
\uarter in 2000. Business liabilities involved iii’ ' 

vankruptcies declined markedly tax$750 million 

athe third quarter of 2001, a decrease of . 

8.9 percent from the same quarter in 2000. 


otal business loans outstanding from; thattored 
; anks amounted to $99.9 billion in the 
d quarter of 2001, down slightly from the __ 
ee etced in the previous quarter. / 


f 2001, quasi-equity 


OR UAem ieee Gagging Eaga 


http://strategis.gc.ca/SMEquarterly 


NEW DATA ON 
FINANCING OF 
SMALL AND 
MEDIUM-SIZED 
ENTERPRISES 


Si Canada, in partnership with Industry Canada and Finance 
Canada, recently completed a survey on Financing of Small and Medium- 
sized Enterprises. This survey, part of a larger program of data collection 
and research on.small and medium-sized enterprises (SMEs), asked 

11 000 businesses with fewer than 500 employees if they sought financ- 


ing in 2000 and what was the nature and outcome of their application. 


In 2000, 23 percent of SMEs requested debt financing. Of these, 

82 percent were successful in obtaining financing. Requests by larger 
firms were mote likely to be accepted: for firms with 1 to 4 employees, 

79 percent reported their requests were approved; for firms with 

5 to 19 employees, 85 percent of requests were authorized; for firms 

with 20 to 99 employees, 87 percent were approved; and for firms with 
100 to 499 employees, the rate was 94 percent. The most common reason 
given to businesses whose requests were not approved was insufficient 


income, revenue or sales. 


(continued on page 2) 
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(continued from page 1) 


Chart 1 shows the various financing 
instruments requested by SMEs, 
with term loans and lines of credit 
being the most popular, followed by 
demand or short-term loans, mort- 
gages and credit cards. The most 
common purpose for the requested 
debt financing was to obtain working 
and operating capital (42 percent), 
while 23 percent of applicants used 
the financing to buy machinery or 
equipment and 11 percent used it 


for building and land acquisition. 


The majority of requests for debt 
financing were made to chartered 
banks (66 percent), while credit 
unions and caisses populaires received 
20 percent of applications, followed 
by government or Crown corpora- 
tions with 8 percent of requests. 
About 64 percent of the firms that 
sought debt financing reported that 
the primary reason they chose a par- 
ticular credit supplier was because it 


was their regular financial institution. 


Further information on the results 
of the survey may be found at 


http://strategis.ic.gc.ca/fdi 


Chart 1: Percent of Total Requests by 
Financing Instrument Requested in 2000 


32% 


14% 


NewLine Increased © Demand or 
of Credit Line Short-term 
of Credit Loan 


Mortgage New 
Credit Card 


Instrument Requested 


Source: Statistics Canada, Financing of Small and Medium-sized Enterprises, 2000. 


JOB Creation 


A to the latest data from Statistics Canada’s Survey of Employment, | 
Payrolls and Hours (SEPH),' 199 644 new payroll jobs were created between 

the third quarter of 2000 and the third quarter of 2001, with small businesses] 
(firms with up to 99 employees) accounting for 63.5 percent of that employ- | 


ment growth. 


Table 1 shows that total net job creation (year-over-year quarterly changes) 
slowed from 412 196 in the first quarter of 2001 to 321 701 in the second 
quarter and to 199 644 in the third quarter. However, as economic growth 
decelerated, the small businesses’ share of net job creation steadily increased, 
from 22.1 percent in the first quarter to 32.1 percent in the second and 

63.5 percent in the third quarter. The share of medium-sized businesses 

(100 to 499 employees) held steady in the first two quarters, but decreased 
in the third quarter. Large businesses (500 or more employees) had a decreas- 


ing share of total job creation throughout the period.* 


Employment 


In 2000, about 5 million or 41 percent of the 12.4 million Canadian 
employees on payroll worked for firms that employed fewer than 100 employe: 
Approximately 2 million employees or 16 percent worked for medium-sized 
businesses, with 5.4 million or the remaining 43 percent employed by large 


businesses. 


Table 2 shows that Prince Edward Island and British Columbia had 
the highest share of employment in small firms, with 46.3 percent and 


45.9 percent respectively. Pe 
continued on page d 
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(continued from page 2) 


that the highest concentrations of small business employment producing industries, accounted for close to 41 percent 
were in construction (77.0 percent), accommodation and of paid employees. 


food services (68.1 percent), and real estate, rental and leasing " SEPH data exclude self-employed workers who are not on a payroll and employees in the 


(64.2 percent) (see Table 3). On average, service-producing following industries: agriculture, fishing and trapping, private household services, religious 


industries were somewhat more stronel fepresented im the organizations and military personnel of defence services. The data on employment by size 
b a E f of firm also exclude unclassified industries. 

to 19 size category, but, on average, firms with fewer th = 

) ? Borys 2 Bo . a * Statistics Canada cautions that these data may be somewhat volatile, especially with 


respect to the smallest size categories and when relating 2001 data to 2000. 


Figures for employment distribution by industry indicate 100 employees, whether in goods-producing or service- 
} 


Table 1: Year-over-year Quarterly Net Changes in Payroll Employment 
by Firm Size, Canada, 2001 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Sees 5 8! SE SEE TS ARM A NEES ECO SE SEBS UP a 
Quarter %, yly Jobs, yly 04 519 20-49 50-99 100-299 300-499 500+ 
Ql 3.4 412 196 10.5 -0.7 6.8 2p) 11.0 af) 63.6 
Q 2.6 321701 1.6 6.9 114 12.2 10.8 1.8 55.3 
Q3 1.6 199 644 34.5 -1.7 14.5 16.2 -1.7 -3.5 41.7 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), October 2001. 
Note: SEPH data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and 


trapping, private household services, religious organizations and military personnel of defence services. The data on employment by size of 
firm also exclude unclassified industries. 


Table 2: Employment Distribution by Province/Territory and Firm Size, 2000 


Firm Size (Number of Paid Employees) 


0-4 5-19 20-49 50-99 100-299 300-499 500+ 
% of % of % of % of % of % of % of 
Provinces Total No. Total No. Total No. Total No. Total No. Total No. Total No. Total 
Newfoundland 170288 14847 87 24696 14.5 14071 8.3 8 927 De 11 649 6.8 D6H5 33) 90462 53.1 
Prince Edward 
| Island 53048 4410 83 9803 18.5 6283 = 11.8 4073 Tell 5435 10.2 2149 44 20895 39.4 
Nova Scotia 345245 25586 7.4 51292 14.9 34395 10.0 26 436 ell 36204 = 10.5 Spe) 8 159773 46.3 
| New Brunswick 282606 22998 81 43289 15.3 27 584 9.8 19 968 Tel 28619 10.1 10812 3.8 129 336 = 45.8 
Quebec 2950855 227065 7.7 460908 15.6 Sl 7 1) 250 650 8.5 341861 11.6 155663 5.3 1162938 39.4 
Ontario 4865455 298109 61 625008 12.8 475049 9.8 401 038 8.2 578772 11.9 240622 49 2246857 46.2 
Manitoba 483665 27841 5.8 66128 13.7 49600 10.3 34 823 7.2 51600 10.7 22471 4.6 231202 47.8 
Saskatchewan 364672 27989 7.7 62086 ~=17.0 38407 ~—-:10.5 26 858 7A 40 801 Ile), 18736 5.1 149795 41.1 
Alberta 1295912 110286 8.5 203996 15.7 143943 11.1 103 177 8.0 138839 107 62129 4.8 533542 41.2 
British Columbia 1566468 144993 9.3 267305 ~=17.1 181881 11.6 124 980 8.0 153 832 30023 mmeasS 623 454 39.8 
Yukon Territory 14817 1307, 8:8 2608 17.6 LG? lai 1 219 8.2 1254 8.5 -—- — — _— 
Northwest 
Territories 
and Nunavut 27 390 ay ES 4869 17.8 exoy) 28) 2878 10.5 2978 10.9 —- = —- = 


Canada Total 12 420420 906658 7.3 1821988 14.7 1328164 10.7 1005027 81 1391844 11.2 601949 48 5364790 43.2 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), October 2001. 


Note 1: SEPH data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations and military personnel of defence services. The data on employment by size of firm also exclude unclassified industries. 
Note 2: Provincial/territorial totals do not add up to the total for Canada due to rounding. Some size category totals have been adjusted to equal the sum of provincial/territorial data and add 


up to the Canada total. Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial 
totals. 


(continued on page 4) 
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Table 3: Employment Distribution by Industry and Firm Szze, Canada, 2000 


Firm Size (Number of Paid Employees) 


Total 0-4 5-19 20-49 50-99 100-299 300-499 500+ 
No. of % of % of % of % of % of % of 
Industry Employees No. Total No. Total No. Total No. Total No. Total No. Total No. 
Forestry and logging 83499 13355 16.0 AG AS) 10328 12.4 6 446 Weil 6 264 Ts — _ _ 
Mining and oil 136 269 6 379 47 12 295 9.0 9615 7A $453 62 14769 10.8 8359s «Gl 76419 
Utilities 109 661 650 0.6 1970 1.8 1584 1.4 2 031 its) 6 166 5.6 3295 3.0 93 964 
Construction 540598 113247 20.9 162 440 30.0 91126 16.9 49 472 9.2 46 026 8.5 13 700 25 64 587 
Manufacturing 2 047 067 48 300 24 181 456 8.9 219996 110.7 209 266 ~=—-:10.2 339056 =: 16.6 150 458 Te 898 536 
Wholesale trade 710531 52548 = 7A 147 478 20.8 117030 =-:16.5 Bll lly 99154 = 14.0 37058 = 52 174 054 
Retail trade 1443 880 115991 8.0 289 432 20.0 182616 12.6 147646 =10.2 125 132 8.7 Spy oh) DS 547 671 
Transportation and 
warehouse 603505 42047 7.0 67018 111 53 734 8.9 37 T6463 58 904 9.8 20696 3.4 323342 
Information and 
cultural industries 335 498 9 490 2.8 22758 6.8 19 690 5.9 16715 5.0 34037 ~=—«:10.1 18 225 5.4 214 583 


Finance and insurance 540208 27724 51 42 089 78 35 481 6.6 26837 ~— ‘45.0 3/7 TTL 7.0 18636 34 351664 
Real estate, rental 

and leasing 214 638 40156 18.7 51 279 NS) 27760 =12.9 18 663 8.7 D140 0 amelles) 9 485 44 4] 835 
Professional, science 

and technical services 613546 110854 181 125190 204 76825 125 49 543 8.1 68 711 11.2 3] 438 51 150.984 
Management of 

companies and 

enterprises 75 641 12664 16.7 14193 = 18.8 OMG 163) 6 155 8.1 9058 12.0 — — — 
Administration and 

support, waste 

management and 

remediation services 505122 41886 8.3 77385 133 53643 ~—-:10.6 43954 87 76428 «15.1 38677 id 173 150 
Educational services 933 251 8 749 0.9 23 448 DS) 23 726 DS 192) eee 50 882 5.5 37267 4.0 769 957 


Health care and social 

assistance 1231898 98049 8.0 147648 12.0 77757 6.3 70196. 5978. 2125 81297 6.6. «602.979 
Art, entertainment 

and recreation 213 168 12215 Di! 35 580 16.7 28542 13.4 21 061 9.9 27 394 1D) 11 084 5.2 T1292 
Accommodation and 

food services 908 332 49 540 5.5 239362. 258 206898 22.8 12619) 139 116361 12.8 36756 4.0 137 223 
Other services 461 480 DVS) Piles) 150 306 32.6 56908 12.3 33 397 WD 44 39] 9.6 18 385 4.0 58 712 


Public administration 712 627 3436 = 0.5 16 386 2.3 24845 3.5 28825 4.0 51898 73 2781) 39 ae 
Industry Aggregate 12420421 906 659 73 1821989 147 1328165 10.7 1005028 8.1 1391841 11.2 601949 48 5364790 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPA), October 2001. Industry data are classified in accordance with Statistics Canada’s North American Industry Classification 

System (NAICS). 

Note 1: SEPH data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious organiza’ § 
and military personnel of defence services. The data on employment by size of firm also exclude unclassified industries. 

Note 2: Industry totals do not add up to the industry aggregate due to rounding. Some size category totals have been adjusted to equal the sum of individual industry data and add up to the industry 
aggregate. In two industries, data for firms with 300 or more employees have been suppressed due to confidentiality restrictions but are included in the size category and industry totals. 
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SELF- 
Employment 


A ccording to Statistics Canada’s Labour Force Survey, 2.3 million 
persons were self-employed in the fourth quarter of 2001. This is a 

2.6 percent decline from the same quarter in 2000, and the seventh 
consecutive decrease in year-over-year quarterly changes since the 


second quarter of 2000. 


Chart 2 shows the provincial distribution of self-employed workers 
in Canada from 1995 to 2001. On average over this period, almost 
60 percent of self-employed workers in Canada resided in Ontario 
(36.3 percent) and Quebec (21.2 percent). The Western provinces 
accounted for about 37 percent and Atlantic provinces accounted 


for about 6 percent of Canada’s self-employed workers. 


Over this seven-year period, the total number of self-employed work- 
ers in Canada has grown at an average annual rate of 1.6 percent. 
The rate of growth in Ontario and British Columbia was well above 
average, at 3.2 percent and 2.9 percent respectively, whereas self- 
employment in Newfoundland and Saskatchewan declined at an 


annual rate of 2.7 percent and 1.7 percent respectively. 


Data as of February 6, 2002 | 


Real GDP... fell 0.8 percent (annual rate) in the third quarter 
of 2001, recording its first drop since 1992. Domestic demand 
weakened in the quarter, with consumer spending down for the 
first time since 1995. Businesses liquidated their inventory stocks, 
contributing to a decline in output. Exports of goods and services 
fell further, recording their fourth consecutive quarterly decline. 
On a positive note, residential construction strengthened, and 
investment in machinery and equipment surged in the quarter, 

a gain mostly attributable to massive spending on a floating dril- 
ling rig in Nova Scotia. The drop in output was partly due to the 
disruption in economic activity in the wake of the September 11th 
attacks. Real GDP at basic price fell in September but has recouped 


almost half of its loss in October and November. 


The economic outlook... remains uncertain, with most ana- 
lysts expecting economic conditions to improve gradually in the 
first half of this year and to strengthen subsequently. The consen- 
sus of private-sector forecasts in January 2002 called for growth 


of 1.3 percent in 2002, followed by 3.8 percent growth in 2003. 


The January Business Conditions Survey... revealed 


that manufacturers were less pessimistic 


@ Newfoundland 
@ Prince Edward Island 
@ Nova Scotia 


by Province, 1995-2001 
(Seasonally Adjusted) _ 


3.0 


Chart 2: Self-employed Workers 


about production and employment 
prospects for the first quarter. Close to 


50 percent of manufacturers surveyed 


stated that their production level would 
remain unchanged while 17 percent said 


they would likely increase production in 
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the coming months. Producers also reported 


less concern about levels of unfilled orders 


and new orders, with 38 percent of manu- 


facturers dissatisfied with the current 


mae 


levels in January, down from 43 percent 


in October. 


The national unemployment 
rate... increased to 8 percent in 
December as a result of job losses and 

a large increase in the labour force. Over 
the fourth quarter as a whole, there were 
30 000 net job losses, the result of self- 
employment declining by 62 400 and other 


employment increasing by only 32 400. 
The labour market has been weakening 
throughout 2001. 


CPI inflation... was 0.7 percent (year- 
over-year) in December, unchanged from 


November, as a result of a drop in gasoline 


a prices. The increases in November and 
1 


(continued on page 7) 


2 


EQUITY Financing 


What is quasi-equity financing? 
3 $5 million or more) continued to represent the largest share 
uasi-equity financing is a form of financing that allows of the quasi-equity activities, with 60 percent (almost 


SMEs, particularly mid-sized firms, to access venture capital $141 million) of overall capital invested. The majority of 


without having to diminish control of their businesses by selling quasi-equity dollars invested ($125 366 million, or 53 percent) 


shares to investors. It combines the cash flow of term lending went to firms in the expansion stage. 


with the capital gains of share ownership. Examples of quasi- 3 A venture loan refers to a loan of capital provided for a new and/or existing business, 


A F A . dertaken b other than the proprietors. 
equity financing are venture loans, subordinate financing and patient Monee ome aay oe Uae eS, 


Subordinated debt refers to debt instruments that: provide financing for acquisitions, 


3 : 3 
mezzanine financing. ; ae 
8 expansion and restructuring; take secondary security against assets; have fixed or flexible 


terms of repayment; and charge fixed or floating interest rates. 


Quasi-equity activity in Canada is growing. In the first nine 
Mezzanine financing refers to non-conventional debt that has a greater element of risk 


months of 2001, quasi-equity activity 1n Canada totalled than secured debt but less risk than equity financing. It is a means of raising growth capital ” 


$234 million invested in 430 rounds of financing. This repre- for firms that are well beyond the start-up stage but not yet ready to go public. It usually 


L a aa involves the use of equity investment and subordinated debt through a private-placement 
sents a 9 percent growth in capital flows from the $214 million oe Ae ae a ‘ 

transaction with institutional lenders. 
(in 227 rounds of financing) invested over the same period 


in 2000. As shown in Table 4, large transactions (involving 


Table 4: Quasi-equity Activity by Stage of Development — First Nine Months of 2001 


Total < $0.5 million $0.5-1 million $1-5 million $5 million+ 

No. of Inv'ts No. of Inv'ts No. of Inv'ts No. of Inv'ts No. of Inv'ts 
Stage of Development Rounds ($M) Rounds ($M) Rounds ($M) Rounds ($M) Rounds ($M) 
Start-up 4 0.85 4 0.85 0) 0 ) 0 0) 0 
Early Stage 6 0.753 6 0.753 0 0 0 0 0 0 
Expansion 359 125.4 334 39.6 11 Teil 10 20 4 58.1 
Acquisition/Buyout 1] 90.4 3 0.8 ] 0.594 4 6.5 3 82.5 
Others 50 16.8 37 6.9 10 6.3 3 349) 0) 0) 
Total 430 234.1 384 48.9 22 14.6 17 30 9. 140.6 


Source: Mary MacDonald and Associates Limited, Activity in Canada’s Quasi-equity Market, Q3, 2001. 
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Data as of February 6, 2002 
(continued from page 5) 


| B U S j N E S S December were the smallest'since February 1999. The year-over- 
; year “core” rate of CPI inflation was 1.6 percent in December, 
B a Nl k Lr Up if C Z e S still well within the Bank of Canada’s official target range of 
1 to 3 percent. The “core” rate excludes the volatile food and 
al. number of business bankruptcies fell 21.2 percent between cod pemipancnis, Annual average inflation was 2.6 percent 
the second and third quarters of 2001, from 2726 to 2148. This is ae rise-compatable so tie rare ree ated eel 
the lowest number of bankruptcies reported in any quarter since the 


third quarter of 1989. Year-over-year analysis shows that bankruptcies The bank rate... was lowered 25 basis points to 2 percent 
by the Bank of Canada on January 15. The Bank has lowered 


interest rates by 3.75 full percentage points in the last 12 months. 


increased over four quarters until the third quarter of 2001, when the 
number of bankruptcies declined by 9.5 percent. 


The Canadian dollar... suffered from global economic 


The drop in the number of business bankruptcies was matched by a 
P P y uncertainty and lower commodity prices. The dollar closed at a 


decrease in the value of business liabilities involved in bankruptcies. mew low of U$$0.6002, onJanuary 18; hetoreit eeanel sets 
o : d > 5 


The value of bankruptcies fell 61 percent from $1.92 billion to 


of the lost ground. 


$750 million between the second and third quarters of 2001. An 
Merchandise exports... fell 7.7 percent (annual rate) in 


examination of year-over-year changes by quarter also indicates a : 
the third quarter, recording their fourth consecutive decline. This 


‘significant decline in the value of bankruptcies since the third quarter 
of 2000, down 48.9 percent from $1.47 billion. 


decline reflects the global economic slowdown, particularly the 
U.S. recession. Imports fell at a similar pace, driven down by 
lower imports of energy, machinery and automotive parts. 


The value of business liabilities has been exceptionally volatile in 


Canada’s real trade surplus was $5.5 billion in the third quarter, 
the last five quarters, with quarter-to-quarter changes exceeding sips 
down $3.5 billion from the second quarter. 
35 percent. 


Housing investment... recorded a solid 4.2 percent growth 
(annual rate) in the third quarter, picking up from the modest 
increase of the previous quarter. New housing construction, 
renovation activity and sales of existing homes all recorded gains, 
B U S : Ni le S S building on favourable mortgage rates and higher disposable 
income. The housing market remained strong in the fourth 


| O aA V1 aS quarter. Average housing starts were higher than in the previous 


quarter, and home resales recorded a solid 11.4 percent increase 


over their third-quarter level. 


C= bank loans‘ totalled $99.9 billion in the third quarter 


of 2001, virtually unchanged from the previous quarter. Small loans 
(less than $500 000) accounted for $21 billion or 21 percent of total 


chartered bank loans. The total value of small loans has been declin- 


Retail sales... advanced 1.4 percent (month-over-month) 
to $24.6 billion in November, following a 1.8 percent gain in 
October. November’s gain was mostly concentrated in sales of 


motor vehicles, spurred on by dealers’ generous sales incentives. 


in . . i ‘ > A 3 2 . . . . 
g steadily since the second SER ERISS of 1998. This decline is closely Preliminary figures from the automotive industry indicate a 


parallelled by a decrease in the share of small loans in total chartered Bn yeaa ta monrenuekt fe calee in Piscbee 


bank loans outstanding. 
Corporate profits... plummeted 45 percent (annual rate) 


4 Not mresenti allaans’ eeoliabil der z : 5 4 ; : 
0 including non residential mortgages, agriculture loans customers lability under acceptances in the third quarter, with losses widespread among most major 


and other business loans. This note on coverage of the business loans data reported here was inad- : . : 
industries. This decline partly reflects the September 11th attacks, 


vertently omitted from the 2001 issues of the SBQ. It was inserted in the on-line versions of the 
Quarterly on January 21, 2002. although their full impact likely will not become evident until the 
fourth quarter. The hardest hit industries include: oil and gas 
extraction, as energy prices fell; transportation services, affected 
by falling profits in the airline industry; and the wood and paper 
Mf SP ve 
sector, which suffered declines in the wake of countervailing duties 


on softwood lumber exports to the United States. 


i 
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RECENT Developments 


Launch of the Small Business Research 
and Policy Website 


he Small Business Policy Branch of Industry Canada 


recently launched a new website designed especially for 

small business researchers and policy analysts. The site includes 
references to more than 1500 research abstracts relating to 
small business and entrepreneurship, research reports on small 
business financing, key policy documents, frequently asked 
questions on key statistics about small business and much 


more. 


The Small Business Research and Policy website is found at: 


www:strategis.ic.gc.ca/ sbresearch 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the. recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


Please send your comments to the editor: 


Prichya Sethchindapong 
E-mail: sethchindapong.prichya@ic.gc.ca 


Small Business Policy Branch 
Industry Canada 

235 Queen Street 

Ottawa ON: KIA 0H5 

Tel.: (613) 954-5494 

Fax: (613) 954-5492 


Permission to Reproduce. Except as otherwise specifically. noted, the information in 
this publication may be reproduced, in part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: Copyright. Droitsdauteur@pwegsc.gc.ca 


ISSN 1205-9099 
53455B 


& 10% recycled material 


Meeting of Small Business Officials 


1D). and information gaps, growth firms, and regulatory 

and paper burden were the major discussion themes during 

a meeting of federal—provincial-territorial government 

officials responsible for small business policy held in Ottawa, 
January 15-16, 2002. The meeting, the first since 1998, accorded 
participants the opportunity to exchange information on the 
various small business issues and initiatives within their respective 
jurisdictions. Among other outcomes, participants agreed on the 
need for a common definition of “small business,” and greater 
coordination and future partnering opportunities with Statistics 
Canada to address ongoing gaps in data. It was agreed that the 
new Small Business Research and Policy website will serve as a 
useful resource tool and help facilitate communication within the 


small business research and policy community. 


BusinessGateway.ca — 
Services for Canadian Business 


B usinessGateway.ca is the Government of Canada’s portal 

to information and services for Canadian business. This site 
provides businesses with streamlined access to information and 
services from across federal government departments and agencies. 
BusinessGateway.ca is organized around key business activities, 
such as business start-up, financing and taxation. This site is easy 


to use and may be a great time saver. 


While BusinessGateway.ca is targeted at Canadian business, 

its content is also valuable to researchers and analysts because 
it allows quick access to market research, business regulations, 
Canadian labour market data, and information on national 


and regional economic performance. 
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SURVEY OF 
INNOVATION 


Sz Canada’s Survey of Innovation 1999 examined the characteristics 


of close to 6000 Canadian firms in the manufacturing sector! that employed 


—_ PERFORMANCE 


Trends 


The number of business establishments in Canada 
leached 2 190 278 in December 2001, an increase 


| 


f 8.2 percent from December 2000. 


er 


at least 20 people and grossed more than $250 000 annually. The survey is 


ob creation by small businesses accounted for more 
han the net number of new jobs in the economy 
a whole. Between the fourth quarter of 2000 and 


the latest in a series of innovation surveys conducted by Statistics Canada 
since 1993. Data by size of firm were tabulated specifically for Industry 
Canada. 


he fourth quarter of 2001, the overall job gain 
ras more than 127 000, but businesses with fewer 
an 100 employees created more than 149 000 net 


The survey found that small, medium-sized and large firms that were con- 
sidered successful innovators — firms that “offered a new or significantly 


5 . . improved product or a production/manufacturing process during the past 
»bs. The overall year-over-year rate of job creation, P P E 5 P earis 


‘owever, decreased considerably from the almost 
000 jobs created in the first quarter of 2001. _ 


three years (1997-1999)” — shared similar characteristics. However, both 
the proportion of successful innovators and the number of innovative 


a activities among small firms lag somewhat behind those among larger | 
erage number of self-employed workers in | 


a stood at 2.3 million during the first quarter 
002, a decline of 1.3 percent from the same 
ter in 2001. 


were 2660 bankruptcies reported in the 
uarter of 2002, marking a slight decrease from 
9 reported in the fourth quarter of 2001. _ 


firms.” Small firms were defined as those with fewer than 50 employees, 
medium-sized firms as those with more than 49 but fewer than 250, and 


large firms as those with more than 249 employees. 


Table 1 shows that 75 percent of small firms in manufacturing were suc- 


cessful innovators. However, a larger proportion of medium-sized firms | 


(82 percent) and large firms (88 percent) innovated successfully. Innovative 
small firms also trailed medium-sized and large firms in terms of the num- 


ber of innovation activities performed. On average, small firms performed 


NTENTS 


Job Creatson eet hae ch de SEO Meera ek etn aoe Ne 
SelfpE pi ployment. 1) wate wil ahaa Wisasi tits aera ein eke olin nial 


Business Establishments . . 


(continued on page 2) 
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(continued from page 1) 


3.42 innovation activities, whereas medium-sized 
and large firms performed 3.9 and 4.29 innovation 


activities respectively. 


Firms innovate to improve product quality and pro- 
duction capacity as well as to extend product range. 
The most common sources of information for innova- 
tion are management and production staff, trade fairs 
and exhibitions, and clients and suppliers. Federal/ 
provincial agencies and research laboratories, and 
universities and colleges, are among the sources used 


least often. 


The survey cites the following four major barriers to 
innovation: the inability to devote staff to projects on 


an ongoing basis; the high cost of development; lack of 


Table 1: The Incidence and Frequency of Innovation Activities | 
by Firm Size, Canada | 


skilled personnel; and lack of financing. Government 
regulation is relatively low on the list of impediments 


to innovation. 


The Innovation Policy Branch of Industry Canada is 
currently preparing a research paper, slated for publi- 
cation in fall 2002, in which the survey data will be 


analyzed in greater detail. 


' Selected natural resources industries were also surveyed but the results are 
not presented here. More details on the survey can be found in Schaan and 
Anderson (2001), Znnovation in Canadian Manufacturing: National Estimates, 
Cat. No. 88F000G6XIE01010, Statistics Canada. 


2 Innovation activities are R&¢D; acquisition of machinery, equipment or 
other technology; industrial engineering and industrial design; tooling up 


and production start-up; and training. 


Small (20-49 Employees) Medium (50-249 Employees) Large (250+ Employees) 
Incidence (%) Frequency Incidence (%) Frequency Incidence (%) Frequency 
Successful Innovators 75 3.42 82 3) 88 429 
Unsuccessful Innovators 8 23 7 DV) 6 N/A* 
Non-innovators 17 — 11 — I a 


JOB Creation 


DD ata from Statistics Canada’s Survey of Employment, 
Payrolls and Hours (SEPH)? indicate that more than 


127 000 net new jobs were created between the 

fourth quarter of 2000 and the fourth quarter of 2001. 
This marks a significant decline from the almost 

450 000 new jobs created in the first quarter of 2001. 
Table 2 shows that small businesses (firms with up to 

99 employees) created 117 percent of the net new jobs, 
compensating for the job losses incurred by medium-sized 


businesses (100 to 499 employees). Small businesses’ 


Source: Statistics Canada, Survey of Innovation 1999, special tabulation for Industry Canada. 
*Estimates with poor reliability because of high sampling errors were suppressed. 
Note: The percentages may not add up to one hundred because of rounding. 


| 
share of net job creation increased rapidly from 25 percent) 
in the first quarter to 117 percent in the fourth quarter; 
over the same period, the contribution to the total net 


| 
change by medium-sized and large businesses decreased | 
q 
! 


\ 


j 


from 14 percent to -55 percent and 60 percent to 


38 percent respectively. 


Looking at the data on a year-over-year basis, nearly | 
290 000 net jobs were created in 2001 (see Table 3). 


Three-quarters of these jobs were created in Ontario, 


Alberta and Quebec, but the fastest rate of net job 


growth was found in Prince Edward Island, the 


(continued on page < 
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Northwest Territories and Nunavut, and Alberta at 6.6 percent, 


6.1 percent and 5.0 percent respectively. 


Overall, 47 percent of the jobs were created by firms with fewer 
than 100 employees. Across provinces, however, the pattern 
aried considerably. The small business contribution to job 
creation ranged from -15 percent in Nova Scotia to 62 percent 
in Newfoundland. Conversely, large businesses (more than 

500 employees) shrank their employment by 11 percent in 
Newfoundland while making up 96 percent of net job growth 


in Nova Scotia. 


Table 2: Year-over-year Quarterly Net Change in Payroll Employment 
by Firm Size, Canada, 2001 


Please refer to the Economic Snapshot section for an update on 


the overall labour market in the first four months of 2002. 


3 SEPH data exclude self-employed workers who are not on a payroll and employees in the 
following industries: agriculture, fishing and trapping, private household services, religious 
organizations, and military personnel of defence services. The data breaking down employ- 


ment by size of firm also exclude unclassified industries. 


4 Statistics Canada cautions that these data may be somewhat volatile, especially with respect 


to the smallest size categories and when relating 2001 data to 2000. 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 

Quarter % Jobs 04 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Qi 3.7 449 435 10.0 1.4 8.1 5.9 25.4 10.8 3.6 144 60.1 
Bw 2.8 353 334 2.2 8.7 13.0 11.9 35.8 10.5 2.5 13.0 pile 
Q3 1.8 226 792 29.8 2.8 16.9 15.6 65.1 -0.4 -1.0 “1.4 36.3 
Bw 1.0 127 451 32.4 37.2 33.8 13.6 117.0 -17.7 37.7 -55.4 38.3 


I 
I 


| 


mall Business Quarterly — Vol. 4, No. 1, June 2002 
; 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), January 2002. 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), January 2002. 
Note 1: SEPH data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, 


Table 3: Year-over-year Annual Net Change in Payroll Employment 
by Province/Territory and Firm Size, 2001 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Province % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Newfoundland Bd) 6 605 11.4 16.9 15.9 17.8 62.0 22.8 26.0 48.8 -10.8 
Prince Edward Island 6.6 3 523 -2.4 3.0 12.4 AS) 34.9 Bull -1.] 2.0 63.0 
BB Nova Scotia 2.3 7 841 3.3 -243 SE 0.3 -15.0 21.2 -1.9 193 Spy 
BD New Brunswick 3,4 9 640 4.6 8.4 10.8 8.6 32.4 iLil 14.8 13S) 51.7 
| Quebec 1.8 53 769 17.6 6.2 12.6 12.6 49.0 Te -9.3 -1.8 52.7 
Ontario 2.0 98 823 20.6 17, 16.8 10.0 60.1 40 -5.8 -9.8 49.7 
Manitoba 3.6 17 499 Sul =A) 25} 13.7 159 19.0 11.6 30.6 Do) 
Saskatchewan 12 4 268 17.6 31.9 34.4 3.7 16.4 Dail -6.4 -0.7 84.2 
Alberta 5.0 64 786 10.6 12.7 10.9 43 38.5 47 1.6 6.3 55.1 
British Columbia 13 20 631 4] =1.9 Died IY) 525) 28.0 -9.7 18.3 Doal 
Yukon ibs} 193 22.8 50.3 200.5 13.0 286.6 -375.6 _— — — 
Northwest Territories 
and Nunavut 6.1 1 675 13.5 46.3 54.6 -11.9 102.5 PEND) — — — 
Canada Total 2.3 289 253 14.0 7.9 14.2 10.5 46.6 5.4 -2.2 i, 50.3 


religious organizations, and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
Note 2: Data for firms in the territories with 300 or more employees are suppressed because of confidentiality restrictions but are included in the size category and territorial totals. 


SSELF-Employment 


The number of self-employed workers between 30 and 
‘A to Statistics Canada’s Labour Force Survey, 54 years of age, however, increased steadily before begin- 
2.3 million Canadians were self-employed in the ning to decline after 2000. The number of older self- 
first quarter of 2002 (calculated from monthly data), employed workers (those older than 55) also increased 
a 1.3 percent decline from the same quarter in 2001. since 1987 before declining in more recent years. 
Chart 1 shows the evolution of self-employed workers Overall, the 30-54 and 55-64 age groups have exhibited | 
in Canada by age from 1987 to 2001. Over the past the strongest growth over the 15-year period, at an 
15 years, the number of young self-employed workers average rate of 3.0 percent per year, closely followed | 
(those between 15 and 29 years of age) has shown by the 65+ group, which grew 2.5 percent per year | 
a downward trend that has accelerated since 1998. (see Table 4). 


Chart 1: Self-employed Workers by Age, 
1987-2001 (thousands) 


1800 
500 Left Scale: —@*— 65 years and over —O— 20-29 years 
= —4— 15-19 years 
4 —e— 55-64 years VEANS) | eee eee ae 
ay —H— 30-54 years 1600 


Scale for All Categories Except 30-54 Years 
Scale for 30-54 Years 


0 0 
1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 
Year 


Source: Statistics Canada, Labour Force Survey, special tabulation for Industry Canada. 


Table 4: Growth in the Number of Self-employed Persons 
by Age Categories, 1987-2001 
15-19 Years 20-29Years 30-54Years 55-64 Years 65 Years and Over) 
Compound Growth Rate (%) Bley -5.8 3.0 3.0 2.5 i 


Source: Statistics Canada, Labour Force Survey, special tabulation for Industry Canada. 
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BUSINESS 
Establishments 


A= to Statistics Canada’s Business Register, the total number 
of business establishments? reached 2 190 278 in December 2001, 
marking an increase of 165 770 businesses or 8.2 percent from 
December 2000 (see Table 5). More than 97 percent of this 

crease come from indeterminate businesses, which saw a net 

zrowth of 161 104. 


employer businesses also saw significant growth, with a net total 

»f 4666 businesses created over the period. Employer businesses 

with 1 to 4 employees increased by 10 859. Most other size cate- 

xories shrank by a total of more than 6300 businesses, but the 

00 to 499 employees category saw small growth. Employer businesses 
»roducing goods, with the exception of those with 50 to 99 or 200 to 
99 employees, saw a shrinkage in the number of business establishments, 
vith a net loss of 1234 businesses. Employer businesses producing serv- 
ces also decreased in all size categories, except for those with 1 to 4 or 
00 to 499 employees. The large growth in the 1 to 4 employees cate- 
tory (with almost 11 000 net new businesses) resulted in a net increase 


£ 5900 service-producing employer businesses. 


Business establishments are businesses that have at least one paid employee, have annual sales revenue 
if at least $30 000, or are incorporated and have filed a federal corporate income tax return at least 
Ince in the past three years. Business establishments comprise indeterminate and employer businesses. 


ndeterminate businesses are incorporated or unincorporated businesses without employees. 


Table 5: Net Change in Number 
of Establishments by Goods- and 


Service-producing Sectors and Firm Size, 


December 2000 to December 2001 


Goods-producing Service-producing 

Total Sector Sector 
Indeterminate 161 104 4] 107 119 997 
Employer Businesses 4 666 -] 234 5 900 
1-4 10 859 -61 10 920 
5-9 -1 510 -396 -1114 
10-19 -2 644 -395 -2 249 
20-49 -2 022 -433 -1 589 
50-99 -157 14 -17] 
100-199 -39 -17 -22 
200-499 186 55 131 
500+ -7 -| -6 
Total 165 770 39 873 125 897 


Source: Statistics Canada, Business Register, December 2001. 
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Data as of May 31, 2002 


The Canadian real GDP... rose 6.0 percent (annual rate) in 
the first quarter of 2002, more than twice the 2.9 percent growth 
in the fourth quarter in 2001, and the best performance since the 
fourth quarter of 1999. Final domestic demand was stronger, led 
by increased residential construction and consumer spending on 
durable and semi-durable goods. On the income side, corporate 
profits increased; profit gains were widespread and particularly 
strong in manufacturing and construction. Real GDP at basic 
prices edged up 0.1 percent in March, following gains of 

0.7 percent and 0.5 percent in the first two months of the year. 


This was the sixth consecutive monthly gain. 


The economic outlook... has improved in recent months, 
with most analysts expecting economic conditions to continue 
to strengthen as the year progresses. The May 2002 consensus 
of private-sector forecasts calls for growth of 3.0 percent in 2002, 
followed by 3.7 percent in 2003. This is significantly better than 


the February forecasts, which called for growth of 1.3 percent in 
2002 and 3.8 percent in 2003. 


The April Business Conditions Survey... showed 
encouraging signs of recovery in the manufacturing sector. 

The balance of opinion for production prospects rose sharply 

by 18 points to 6 in April — the first positive production balance 
since October 2000. Twenty-five percent of manufacturers expected 
to increase production in the second quarter, while 56 percent of 
manufacturers stated that their production levels would remain 
unchanged. In April, 16 percent of manufacturers were concerned 
with declining orders, a 20-point improvement from the 36 percent 
in January, and 82 percent of producers indicated that inventories 


were under control. 


The national unemployment rate... decreased from a 
high of 8.0 percent in December to 7.6 percent in April as a result 
of job gains in the first four months of 2002. In line with improv- 
ing economic conditions, the pace of job creation strengthened in 
the first four months of 2002, with employment rising by 207 000 
(1.4 percent) from December 2001 to April 2002. This was the 
strongest growth for a four-month period since the four-month 


period ending August 1997. 


CPI inflation... was 1.7 percent in April, down from 1.8 percent 
in March. The “core” CPI inflation, on a year-over-year basis, was 
2.2 percent in April, up from 2.1 percent in March but still well 
within the Bank of Canada’s official target range of 1 to 3 percent. 
The “core” rate excludes the volatile food and energy components. 
Annual average inflation was 2.6 percent in 2001, a rise comparable 


to inflation rates recorded between 1999 and 2000. 


(continued on page 7) 


o) 


EQUITY Financing 


Venture Capital Activity in Canada in 2001 


he Canadian venture capital industry had investments totalling close 

to $4.9 billion in 2001, a decrease of 27 percent from the $6.6 billion 
recorded in 2000. The bulk of this $4.9 billion investment came from 
foreign groups (chiefly U.S.-based), which invested $1.6 billion (34 percent), 
up from 24 percent in 2000 and 19 percent in 1999. 


As shown in Table 6, over the last three years venture capitalists have increas- 

ingly focussed their financing activities on early-stage firms, with the share 

of capital invested increasing from 32 percent of the aggregate in 1999 to 

46 percent in 2000 and 60 percent in 2001. This emphasis on early-stage ; 
investments differs markedly from the investment activities of U.S. venture 


capitalists, who focus on firms in the “expansion” stage. 


Table 6: Venture Capital Investments in Canada by Stage of Development, 


by Year (thousands) 
1996 1997 1998 1999 2000 2001 
Early Stage 344 279 660 502 647 453 953 474 3 058 412 2916 130 
Later Stage 744 484 1 113 003 1 103 368 2 032 679 3 570 854 1957 974 
Expansion 568 922 904 890 894 159 1 641 667 3 131 303 1 552 966 
Acquisition! Buyout Wile 95 330 91 216 223 608 218 295 267 555 
Turnaround 62 532 35 804 21 689 14 438 78 522 34 291 
Other Stages 15 257 76 979 96 304 152 966 142 734 103 162 
Total (All Stages) 1 088 763 1773 505 1 750 821 2 986 153 6 629 266 4 874 104 


Source: MacDonald and Associates Limited, Venture Capital Activity, 2001. 
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BUSINESS 
Bankruptcies 


ia. number of business bankruptcies increased 26 percent 
between the third and fourth quarters of 2001, from 2148 to 
2709, before declining slightly to 2660 in the first quarter of 2002. 
Bankruptcies increased 9.4 percent between the fourth quarter 

of 2000 and the fourth quarter of 2001 and declined 4.6 percent 
‘rom the first quarter of 2001 to the first quarter of 2002. 


The fourth quarter of 2001 saw the level of business liabilities reach 
§2 billion, an increase of 167 percent from the third quarter. This 

s the highest level of liabilities since 1992. The recent quarter-to- 
quarter volatility in business liabilities appears to have subsided in the 
ast six months. From the fourth quarter of 2001 to the first quarter 
of 2002, there was a modest 7.8 percent decline to $1.8 billion. 
lowever, year-over-year changes remain large, with a 140 percent 
ncrease between the fourth quarters of 2000 and 2001 and a 


54 percent increase between the first quarters of 2001 and 2002. 


BUSINESS 
Loans 


W.. value of small and medium-sized chartered bank loans 
yutstanding® fell 3 percent, from $51.5 billion in the third quarter 

of 2001 to $49.9 billion in the fourth quarter. Small loans are less 
han $500 000, while medium-sized loans are between $0.5 and 

$5 million. This is the first time since 1997 that small and medium- 
‘ized chartered bank loans have fallen below $50 billion. Despite 

his decline, the relative weight of small and medium-sized loans in 
he total value of chartered bank loans increased slightly in the fourth 
juarter. The proportion of small loans increased from 21.1 percent to 
21.2 percent, while medium-sized loans accounted for 32 percent in 


he fourth quarter of 2001, up from 31 percent in the third quarter. 


Not including non-residential mortgages, agricultural loans, customers’ liability under acceptances 


nd other business loans. 
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Data as of May 31, 2002 


(continued from page 5) 


The bank rate... was raised by 25 basis points to 2.5 percent 
on April 16, the first increase since May 17, 2000, when the rate 
was raised by 50 basis points to 6.0 percent. The rise reflected 

improving economic conditions and prospects in Canada and the 
United States. Prior to this move, the Bank had lowered the bank 


rate by a cumulative 375 basis points since January 2001. 


The Canadian dollar... has recovered in recent months, 
closing at 65.18 cents (U.S.) on May 30, up from a low of 
62.02 cents (U.S.) on January 18. The recovery of the Canadian 
dollar reflects improving economic conditions, rising commodity 
prices, and a widening of the spread between Canadian and 


U.S. interest rates. 


Exports of goods and services... advanced 1.4 percent 
in the first quarter to end four quarters of contraction. This 
growth was led by exports of energy and industrial and consumer 
goods; exports of machinery and equipment continued to decrease. 
Imports rose 1.3 percent to end a five-quarter slump. Imports 

of industrial materials and goods, forestry and wood products, 

and consumer goods were up, following decreases in the fourth 


quarter. Imports of machinery and equipment continued to drop. 


Housing investment... stimulated by demand and low 
interest rates, surged (10.5 percent) to an all-time high in the 
first quarter, breaking the record set during the late 1980s housing 
boom. Urban housing starts were up in all economic regions 


except Atlantic Canada. 


Retail sales... declined slightly in February (-0.1 percent) 

and March (-0.2 percent) to $25.2 billion, following four months 
of strong growth. Nonetheless, a gain of 2.6 percent was posted 
for the first quarter and retail sales advanced by at least 2.0 percent 
in most provinces for a second consecutive quarter. The quarterly 
gains were led by drug and patent medicine stores, as well as the 


automotive and furniture sectors. 


Corporate profits... rebounded 13.8 percent in the 

first quarter, recovering nearly half of the decreases posted in 2001. 
The leaders in this recovery were manufacturing and construction, 
and the higher profits were partially the result of inventories being 
cleared at higher prices (e.g., refined petroleum, wood products 


and primary metals). 


RECENT Developments 


Canada Small Business Financing Act: 


Success Stories 


ji, December 2001, Industry Canada’s Small Business Policy 
Branch commissioned a study of the experiences of borrowers 
in the Canada Small Business Financing Act (CSBFA) program. 
The small businesses interviewed for the study reported that the 


CSBFA program fills a crucial gap. By borrowing under the CSBFA, 


several of these small businesses were able to start up, hire full 
complements of staff and set off on the road to profitability. In 


other cases, CSBFA loans contributed to significant business growth. 


The CSBFA, which replaced the Small Business Loans Act in April 
1999, is the federal government's single most important program 
to help small and medium-sized enterprises obtain financing. It's 
delivered by a nationwide network of private-sector lenders who 


are responsible for credit decisions and administering the loans. 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


Please send your comments to the editor: 


Prichya Sethchindapong 
E-mail: sethchindapong. prichya@ic.gc.ca 


Small Business Policy Branch 
Industry Canada 

235 Queen Street 

Ottawa ON KIA 0H5 

Tel.: (613) 954-5494 

Fax: (613) 954-5492 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
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charge or further permission from Industry Canada, provided that due diligence is 
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The study report, a compendium of twenty-two stories, is entitled 
Lending a Hand: The Role of the Canada Small Business Financing 
Act in Fostering Entrepreneurial Success. The report is available on 
Industry Canada’s Small Business Research and Policy Web site at 
http://strategis.ic.gc.ca/SSG/rd0047 1e.html 


Canada First to Deliver Small Business 
Counsellor Program 


©. May 23 and 24, 2002, the first session of a new international 
training and certification program for small business counsellors 

was delivered in Truro, Nova Scotia. This APEC-IBIZ (Asia-Pacific 
Economic Cooperation’s International Business Network of Small 
Business Counsellors) program is based on a set of competencies. It 
comprises modules in the functional areas of business as well as in 


client assessment, counselling and interpersonal relations. Developed 


for APEC by an international group of experts, the program prepares 
participants to provide clients with the full range of small business : 
counselling services. On successful completion of the program, gradu- 


ates will receive a nationally and internationally recognized certificate. 


This first session was about a code of ethics and standards of professional | 


behaviour and delivered Module 1 of the ten-module program. The 
first module explains the foundation and philosophical underpinnings 
of small business counselling and its importance in the economic 


development of Canada and other participating APEC members. 


The Acadia Centre for Small Business and Entrepreneurship (ACSBE), 
an affiliate of Acadia University, is responsible for implementing the 
program in Canada. ACSBE is supported by a delivery network that 
includes Laval University, the Canadian Resource Business Centre 
(affiliated with Centennial College in Toronto) and the Saskatchewan 
Institute of Applied Science and Technology. 


Details of the APEC-IBIZ program can be found on the ACSBE 
Web site at http://www.apec-ibiz.org 
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_ PERFORMANCE 
| Trends 


i 
ob creation by small businesses accounted for 


|most 100 percent of the net number of new 

dbs in the economy as a whole between the 

rst quarter of 2001 and the first quarter of 2002. 
1 that period, small businesses created close to 
15 000 jobs. 


here were 2.35 million self-employed workers in 
te second quarter of 2002, up slightly (1 percent) 
‘om 2.32 million in the same quarter of 2001. 


‘ankruptcies numbered 2495 in the second 

laarter of 2002, a decrease of 8.5 percent from 

le same quarter in 2001. Business liabilities 

volved in bankruptcies jumped to $4.5 billion 
the second quarter of 2002, marking a signifi- 
it increase from the $1.9 billion reported in 
same quarter of 2001. 


business loans outstanding from 
red banks amounted to $94.8 billion 


re capital investments in Canada amounted 
16 million i in the second quarter of 2002, 


| ‘VOL. 4, NO. 2, October 2002 
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http://strategis.gc.ca/SMEquarterly 


SME FINANCING 
IN CANADA: AN 
ANNUAL REPORT 


ii. June 2002, Industry Canada, in partnership with Statistics Canada 
and Finance Canada, issued the first of a series of annual reports on the 
state of financing for small and medium-sized enterprises (SMEs) in 
Canada. The report, entitled SWE Financing in Canada, aims to provide 

a comprehensive portrait of the complexities of financing SMEs in Canada. 
It includes an analysis of three ground-breaking surveys from Statistics 
Canada and Industry Canada (Survey of the Suppliers of Business Financing, 
Survey on the Financing of Small and Medium-Sized Enterprises and 
Financing of Small and Medium-Sized Enterprises: Satisfaction, Access, 
Knowledge and Needs). Some highlights are: 


* 23 percent of SMEs requested debt financing in 2000; 82 percent of 


requests were approved; 


¢ larger SMEs (those with 100 to 499 employees) were more likely 
than smaller SMEs to request financing and to have their applications 


approved by lenders in 2000; 


* no variations were found in the approval rates for female and male 
entrepreneurs in comparable sectors and sizes of business who applied 


for debt financing; and 


(continued on page 2) 
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(continued from page 1) 


° firms in knowledge-based industries (KBIs) were 
least likely to make a request for debt financing 


in 2000 and also had the lowest approval rates. 


The report also includes the results of three academic 
studies commissioned by Industry Canada. The first 
study, Isswes Surrounding Venture Capital, Initial 
Public Offerings (IPO) and Post-IPO Equity Financing 
for Canadian SMEs, identifies concerns related to 
obtaining access to venture capital and to IPO and 
post-IPO equity financing, and provides a basis for 
the development of future research projects. The 
second study, Value Added by Informal Investors, 
documents how private investors contribute to 
businesses in which they invest beyond the monetary 
investment itself, and investigates business owners’ 
perceptions of the value of these contributions. 

The third study, Practices and Patterns of Informal 
Investment, describes the nature of informal invest- 
ments, identifies key parameters of the investment 
process and focusses on the investment behaviour 


of these types of investors. 


SME financing is a dynamic market. To learn more 
about this market, Industry Canada, Statistics Canada 
and Finance Canada set in motion a program 

of research and data collection through the SME 
Financing Data Initiative (FDI). Publication of 

the report, SME Financing in Canada, is part of 

an ongoing program to provide parliamentarians, 
researchers and others with accurate and relevant 
information on the state of SME financing in 
Canada, as well as to highlight areas requiring further 
research and data collection. Complementary research 
under way in niche areas of SME financing includes 
an examination of informal equity markets in Canada 
and their impact on the growth and development of 


small businesses. 


The report, SME Financing in Canada, along with 
the surveys and academic studies may be found at 


http://strategis.ic.gc.ca/fdi 


JOB Creation 


D ata for the first quarter of 2002 from Statistics 
Canada’s Survey of Employment, Payrolls and Hours 
(SEPH)! indicate that close to 115 000 new payroll 
jobs were created compared to the first quarter of 
2001. Table 1 shows that small firms alone (those with) 


fewer than 100 employees) created about that many 


jobs, while the losses of medium-sized firms were offset 


by the gains of large firms. 


Looking back over five year-over-year quarterly 
changes, there has clearly been a declining trend in 
the overall rate of job creation, but the share of small 
businesses in that job creation has steadily increased, 
weakening somewhat only in the most recent quarter. | 
The slight slackening in the relative contribution of 
small firms was due to weakened job growth in the 
very smallest firms (those with fewer than 20 employees), 
Net job creation by medium-sized firms (those with 
100 to 499 employees) exhibits the highest volatility, 
with particularly large declines in the relative contribu 


tion to job creation over the two most recent quarters | 
a 


compared to corresponding quarters a year earlier.” 
Please refer to the Economic Snapshot for an update i 
on the overall labour market in the first seven months | 
of 2002. | 
Table 2 displays a breakdown of net changes in averagi) 
payroll employment by industry and firm size. The 
net changes shown are differences between the average! 
level of employment in the four quarters ending the 


first quarter of 2002 and the average level in the pre- 


ceding four quarters. Table 2 shows that the largest 
gains in terms of absolute numbers were in retail trade! 
construction; health care and social assistance; and 


accommodation and food services. In these industries, | 


a 


well over half of new jobs were created by small firms.) 
Other industries in which small firms contributed larg’ 
shares of new jobs included transportation and ware- 
housing; arts, entertainment and recreation; and 


professional, scientific and technical services. 


(continued on pages 
i} 
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\ verall, on average, small firms were responsible for 65 percent " SEPH data exclude selfemployed workers who are not on a payroll and employees in the 


Binet new jobs Created over the two-year period, Medium-sized following industries: agriculture, fishing and trapping, private household services, religious 


organizations and military personnel of defence services. The data on employment by size 


‘irms experienced job losses of 8 percent while large firms (those OF Ltt oe Gat care, 


with 500 or more employees) expanded their payroll employment * Statistics Canada cautions that the data by size of firm may be somewhat volatile, especially 
db almost 43 percent. with respect to the smallest size categories and when relating 2001 data to 2000. 


Table 1: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, Canada 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
% yly ‘Jobs, yly py 1) $19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
o.7, 449 435 10.0 1.4 8.1 Dee) 25.4 10.8 3.6 144 60.1 
2.8 353 334 22, 8.7 13.0 119 35.8 10.5 2.5 13.0 SII 
1.8 226 792 29.8 2.8 16.9 15.6 65.1 -0.4 -1.0 -1.4 36.3 
1.0 127 451 32.4 37.2 33.8 13.6 117.0 -17.7 -37.7 -55.4 38.3 
QI 2002 Lr 114 841 -9.3 Sus) 41.5 36.3 99.8 Shy) -25.9 33.1 33.3 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), May 2002. 


Table 2: Year-over-year Net Change in Payroll Employment! by Industry and Firm Size, 
Four-quarter Averages, 2000 Q2 to 2002 QI 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 

Industry %,yly  Jobs,y/ly O04 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Forestry? -6.3 4990 37.6 21.4 -5.6 14.1 67.5 5.6 — = = 
Mining and oil and gas extraction 1.8 2 422 23.4 Nf ly AiG Pah ellis -6.9 25,2 122.4 
Utilities 13 395 -7.6 -5.8 31.6 18.8 37.0 -46.2 31.9 -78.1 141.1 
Construction 6.8 37 124 1.5 46.5 24.0 17.8 89.7 9.8 2.9 6.9 3,4 
Manufacturing -1.4 -28 748 0.5 8.1 8.6 12.6 29.8 13.9 Bile 45.1 Syl 
Wholesale trade -0.3 -1 838 -136.8 123.2 92.8 -15.3 63.8 36.0 101.3 137.3 -101.4 
Retail trade 2.8 4] 499 16.6 5.4 25.6 7.8 55.4 -6.5 71 -13.6 58.1 
Transportation and warehousing 0.8 4 822 28.6 40.1 56.1 53.8 178.5 112.5 34.6 147.1 -225.6 
Information and cultural industries 2.9 9 700 5.3 5.2 17.6 10.6 Bef ald) 6.8 -242 85.4 
Finance and insurance 2.4 12 984 Sfefh -6.2 2.1 3y/ -8.2 5.0 5.6 10.6 SHES) 
Real estate and rental and leasing 0.1 192, -647.5 -260:3 -266;7 =154.5 =13290) -39112 -201.2 Spe ML I 
Professional, scientific and technical services 17 10 906 88.8 24.8 15.7 25.2 154.5 -2,1 -18.7 -20.8 -33.8 
Management of companies and enterprises” 03 7 209 6.8 -9.4 -11 75 -11.2 5.6 = — a 
Administration, support and waste management 

and remediation services 3.8 19 413 18.7 14.2 16.4 11.4 60.7 0.6 3.6 42 Spal 
Educational services 0,4 SBM Hf i) -35.1 13.8 46.9  -76.1 31.6 -44.5 191.4 
Health care and social assistance 2.6 32 238 3,8 18.0 D3 18.1 53.6 allel -9.6 -10.7 57.1 
Arts, entertainment and recreation 38) 8 376 Itsy 30.1 1B? 8 1784 814 32.0 113.4 -191.8 
Accommodation and food services De) 26 532 6.9 Deo 29.4 417 83.3 Ly -10.5 C2 15.5 
Other services (excluding public administration) BY) 16 413 14.5 Weds 15.4 12.1 592 79 10.2 18.1 22.6 
Public administration 0.9 6 218 8.4 -21.7 -47,9 -69.7 = -131.0 ~—--68.5 -67.8 -136.3 367.1 
Canada Total 1.6 205 605 12.9 14.6 21.3 16.6 65.4 0.6 -8.6 -8.0 42.6 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), May 2002. The year-over-year change in net payroll employment is measured as the difference between the 
average level of employment in the four quarters ending the first quarter of 2002 and the average level in the preceding four quarters. 

" SEPH data exclude selfemployed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations and military personnel of defence services. The data on employment by size of firm also exclude unclassified industries. 

H > Data for firms with 300 or more employees in two industries are suppressed due to confidentiality restrictions but are included in the size category and industry totals. 


ll Business Quarterly — Vol. 4, No. 2, October 2002 en 


A to Statistics Canada’s Labour Force Survey, 


2.35 million persons were self-employed in the second 
quarter of 2002, up 1 percent from the 2.32 million 


recorded in the same quarter of 2001. 


As described in the December 2001 issue of the Small 
Business Quarterly, the Labour Force Survey distinguishes 
between five categories of self-employed workers: those 
who work with paid help and those without paid help, 


and within each category, those whose businesses are 


Table 3: Number of Self-employed Workers in Canada by Category and Industry, | 
1996 and 2001 (in thousands) 


With paid help 


SELF-Employment 


incorporated or those whose businesses are unincorpo- 
rated; unpaid family workers make up the fifth category, 
Table 3 shows that between 1996 and 2001, total self 
employment increased by 6.5 percent. Most of the 
increase consisted of self-employed workers without 
paid help. The number of self-employed workers 
without paid help, incorporated and unincorporated 
combined, expanded by 13 percent. In contrast, 


the number of self-employed workers with paid help 


Without paid help 


Unpaid Family 
Total Incorporated Unincorporated Incorporated Unincorporated Workers 
Industry 1996 2001 1996 2001 1996 2001 1996 2001 1996 2001 1996 ~=—- 2001 
Agriculture 289.9 209.2 22.7 22.6 45.4 24.3 19) SM) Da 121.3 28.2 iby 
Forestry, fishing, mining, oil and gas 45.7 47.5 11.9 11.7 10.4 8.5 42 7.8 18.1 18.8 = = 
Construction 232.4 272.0 66.2 68.0 36.8 34.7 25.9 45.6 100.3 21.5 ay) 2.2 
Manufacturing 109.1 00.7 50.5 49.6 34 13 0.5 11.2 32.8 27.0 1.9 1.5 
Total Goods-producing Industries 677.9 629.6 152.0 152.2 106.0 78.9 58.5 90.5 327.0 288.6 34.4 19.5 
Retail and wholesale trade 326.7 303.8 117.9 110.7 46.5 42.9 9.3 393 Uy) 106.5 7.9 4.4 
‘Transportation and warehousing De 35.6 17.6 24.1 Dl 1 10.5 22.4 49.8 76.0 1.6 — 
Finance, insurance, real estate and leasing 126.1 25.8 28.0 Dp) 13.0 12.3 14.0 20.5 69.1 66.8 1.9 <= 
Professional, scientific and technical services 251.0 32371 47.9 61.3 38.7 38.8 38.2 67.6 24.0 54.5 | = 
Management of companies and 
administrative and other support services 98.8 139.6 18.1 18.7 4.0 Seif Dail 13.1 59.7 91.3 == = 
Educational services 36.8 46.0 ail 21 1.6 2.8 Is) 47 29.4 36.4 = = 
Health care and social assistance 184.5 182.8 19.9 21.2 35.0 37.7 42 74 124.3 ints y = = 
Information, culture and recreation 86.2 98.6 14.0 14.0 5.6 6.1 6.5 14.0 59.6 64.3 — - 
Accommodation and food services 91.0 98.5 39,7 41.2 25.5 25.4 oY) 6.4 16.5 AIS. 3,4 3.0 
Other services 196.5 DS: 33.8 36.0 22.7 26.3 14.8 Dan 123.2 138.9 2.0 2.0 
Public administration 24 —= = = = 1,7 
Total Services-producing Industries 1 491.5 1 679.6 341.0 354.3 214.9 220.1 131.2 PAVED) 782.4 873.1 PES) 14.6 
Total — All Industries 2 168.8 2 309.1 491.9 506.4 320.7 298.7 189.5 308.0 11094 1161.5 52.2 28.2 


Source: Labour Force 


Note: The Labour Force Survey suppresses data if an estimate is below its release criteria level. Therefore, the data by industry may not add up to the national totals across worker 


categories, for 


Survey, Statistics Canada. 


all industries or all goods- or services-producing industries. 


(continued on page 5, 
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‘continued from page 4) 


decreased by 1 percent, while the number of unpaid family workers 


declined by 46 percent during the same period. 


Table 3 also shows the industries in which self-employed workers were 
active over the five-year period from 1996 to 2001. Some 80 000 self- 
smployed workers, almost all of whom were unincorporated, left 
igriculture. At the same time, self-employment increased in most 
ther industries, most strongly in transportation and warehousing; 
management of companies and administrative and other support 
ervices; professional, scientific and technical services; and educational 
ervices. Another large influx occurred in the construction sector, 

vith 40 000 additional self-employed workers. The categories of 
elf-employed workers responsible for the increase tended to be those 
vithout paid help, whether incorporated or unincorporated. Notable 
xceptions to this trend were seen in transportation and warehousing 
nd in professional, scientific and technical services, which registered 


urge increases in numbers of self-employed workers with paid help 


'rhose businesses were incorporated, in addition to the increases in 


ae number of self-employed workers without paid help. 


BUSINESS 
Boans 


Di aorcrc bank loans outstanding! totalled $94.8 billion in the 


ist quarter of 2002, nearly unchanged from the $94.5 billion recorded 
1 the previous quarter but down from the $102.2 billion recorded a 
rar earlier. Of the total chartered bank loans recorded in the first quarter 
f 2002, small loans (less than $500 000) accounted for $20.2 billion, 
p slightly from the $20.1 billion recorded in the fourth quarter of 
001. The percentage share of small loans in total loans outstanding 


so increased slightly, from 21.2 to 21.3 percent. 


fedium loans (those between $500 000 and $5 million) accounted 
bt $30.3 billion of the total chartered bank loans recorded in the 

tst quarter of 2002, marking a slight increase from the $29.9 billion 
scorded in the fourth quarter of 2001. Similar to small loans, the 
ercentage share of medium loans in total loans outstanding increased 


ightly, from 31.6 to 31.9 percent. 


Not including non-residential mortgages, agriculture loans, customer's liability under acceptances 


id other business loans. 


| 
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Canada’s real Gross Domestic Product (GDP)... 
increased at an annual rate of 4.3 percent in the second quarter, 
following a 6.2 percent growth in the first quarter. These were the 
strongest two consecutive quarters of growth in two and a half years. 
Domestic demand was boosted by strong consumer spending 

on services and increased business investment in machinery and 
equipment, which more than offset a small decline in residential 
investment. Imports were up substantially to satisfy domestic demand 
and the replenishing of inventories. On the income side, corporate 
profits continued to recover from their slump in 2001, while robust 
gains in employment pushed personal income up. 


Monthly GDP data... showed that the economy lost some 
momentum toward the end of the second quarter. Real GDP at basic 
prices rose by 0.1 percent in June, the same as in May but down 
sharply from a solid 0.8 percent gain in April. In the goods sector, 
monthly GDP declined 0.1 percent in June, following a decline of 
0.4 percent in May and a rise of 1.4 percent in April. In the services 
sector, monthly GDP slowed to 0.2 percent in June from 0.4 percent 
in May and 0.5 percent in April. 


The economic outlook... is for continued growth, although 
analysts have recently been raising questions about the durability and 
strength of the North American economic recovery in the wake of 
slowing economic conditions. In the United States, real GDP growth 
fell sharply to 1.1 percent in the second quarter from 5.0 percent in 
the first. The August 2002 consensus of private-sector forecasts calls 


for growth in Canada to average 3.5 percent in 2002 and 3.7 percent 
in 2003.) 


Consumer spending... continued to grow solidly by 3.0 percent, 
reflecting strong income growth and led by spending on services. 
More than one quarter of the growth was accounted for by spending 
on recreational services. Sales of household furnishings and appliances 
were also up, reflecting a strong housing market. In contrast, purchases 
of motor vehicles fell, though they remained near record levels. 


Housing investment... declined by 2.1 percent in the second 
quarter, following three quarters of substantial growth. The decline 
was largely due to a 37 percent fall in housing resale activity. This 
decline, along with other recent indicators such as building permits, 
housing starts and resales, suggests that the red-hot housing market 
is cooling off, 


Business investment in machinery and equipment... 
continued to recover, rising by over 20 percent in the second quarter. 
Non-residential construction rose slightly, following three quarters 

of decline. 


Corporate profits... jumped 45.4 percent, the second consecutive 
quarter of strong growth, after falling sharply in 2001. Gains were 
evident in the manufacturing, wholesale and retail industries, as well 
as in oil and gas. This growth bodes well for continued recovery in 
business investment. 


' Based on Consensus Forecasts, published by Consensus Economics Inc. in the 


United Kingdom. 


(continued on page 7) 
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EQUITY Financing 


Venture Capital Investments in the Second Quarter of 2002 


al. Canadian venture capital industry had investments totalling $416 million in the 

second quarter of 2002 (Chart 1). This figure marks a 45 percent decrease from the $756 million 
recorded in the first quarter of 2002 and a 69 percent decrease from the $1.3 billion in the 
second quarter of 2001. The decreases reflect the recent turmoil in the stock markets and the 
steep decline in the participation of foreign investors (primarily American venture funds and 
strategic corporate groups), which invested only $79 million in Canadian companies in the 


second quarter of 2002 compared to $316 million invested in the same period one year ago. 


The significant downturn in the Canadian venture capital industry mirrors the situation in 
the United States, where venture capital investment fell from US$8.95 billion recorded in the 
second quarter of 2001 to US$5.06 billion in the second quarter of 2002. The latter figure 
represents an 11 percent decrease from the first quarter of 2002 and marks the lowest level 


of venture capital activity since the third quarter of 1998. 


Chart 1: Venture Capital Investments 


($ million) 
6000 
eee eS Life Sciences 
Hi All Other 
S000 Venema mseeametic OEE 3. mae ge epee vo ners ee ean, erred 
$3980 
4000) ister eae eee lh Re GS ae ag ane Tae 
Jt ia a i Gain 7 ao ott Moat Teypralene Slt 
000 | _ cons 6 ee ea are Sees) | SSE ge er MS, Oy 
992 
[ ts 810 ws __companies _ 761 ; 
1000 companies ~ companies $/ 5G ee ae Sel Go ae ee a at 
214 $416 188 
companies > companies 


1999 2000 2001 Q1°02 Q2’02 
Source: MacDonald and Associates Limited, Venture Capital Activity, Q2 2002. 
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ee eveen April and June of 2002, the communications sector 
leceived considerably less attention from the venture capital 
sndustry and its foreign partners with only $50 million invested 
compared to the $360 million invested in the previous quarter 
an 86 percent decrease), and the $279 million invested over the 
jame period one year ago. In contrast, the life sciences sector 
performed rather well. As shown in Chart 1, despite a 53 percent 
lrop in absolute dollars invested between the second period of 
2001 and the same period in 2002, a total of 40 life-science 
ompanies secured $125 million in the second quarter of 2002. 
‘This represents 30 percent of the total capital invested during the 
veriod (Q2, 2002), with the result that life sciences replaces com- 


nunications as the leading sector for venture capital investments. 


EE 


BUSINESS 
Bankruptcies 


| 
ia. number of business bankruptcies fell 6.2 percent between 
he first and second quarters of 2002, from 2660 to 2495. Year- 
wer-year bankruptcies decreased 8.5 percent from the second 


uarter of 2001 to the second quarter of 2002. 


Despite the drop in business bankruptcies, the second quarter of 


002 saw the level of business liabilities involved in bankruptcies 


seach $4.5 billion, an increase of 142 percent from the first quarter. 


‘in April 2002 alone, the logging and forestry, manufacturing, and 
_)usiness services industries each accounted for over $1 billion of 


he total liabilities reported in the second quarter. 


uarter-to-quarter changes in the value of business liabilities have 
ceeded 61 percent, both positively and negatively, in all but one 
if the last five quarters. This exceptional volatility is also evident 
when looking at year-over-year changes, including a 133 percent 
nerease in the second quarter of 2002 over the corresponding 


juarter in 2001. 
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The current account surplus... was $4.9 billion in the 
second quarter, $0.4 billion lower than in the previous quarter. 
However, this was the tenth consecutive quarter that the surplus was 
above $4.0 billion, a level never reached before 2000. A decrease in 
the goods and services surplus accounted for most of the decline in 
the second quarter. The merchandise trade surplus fell by $0.2 billion 
to $13.7 billion in the second quarter as imports rose faster than 
exports. The deficit on services rose from $1.6 billion in the first 
quarter to $1.9 billion in the second, largely due to a higher deficit for 
travel. The deficit on investment income fell by about $0.2 billion, 
while the surplus on current transfers declined by about $0.1 billion. 


The July Business Conditions Survey... revealed a 
generally positive outlook for manufacturing activity in the third 
quarter. Over 90 percent of the surveyed manufacturers expected that 
their production levels would either increase or remain the same in 
the third quarter. Only 13 percent believed their inventories were 

too high and 14 percent expected decreases in employment. 


Employment... continued to grow in July, although at a slower 
pace, as 23 000 jobs were created compared with an average monthly 
gain of 47 000 since last December. In total, 326 000 net jobs have 
been created in the first seven months of this year. Despite the robust 
employment growth in recent months, the unemployment rate has 
remained stable, moying in a narrow range of 7.5 to 7.7 percent since 
March, as improving labour market conditions have enticed more 
people to enter the labour force. 


The Consumer Price Index (CPI) inflation... was 2.1 percent 
in July, up from 1.3 percent in June. The core rate of inflation, which 
excludes the most volatile components of the CPI such as some food 
items and energy, remained at 2.1 percent in July, near the mid-point 
of the 1 to 3 percent official target range. 


The Bank of Canada... has raised its official rate by 25 basis 
points three times so far this year to 2.75 percent. In light of continued 
robust economic growth, the Bank of Canada is expected to continue 
to raise its policy rate gradually in an effort to limit the risks of infla- 
tionary pressures as the economy moves towards full capacity. 


The Canadian dollar... has retreated in recent months to 
approximately US$0.64 after rising to over US$0.66 in early July, 
reflecting, in part, heightened uncertainty in global financial markets. 
A widening of the spread between Canadian and U.S. interest rates 
has supported the currency. 

The Economic Snapshot is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Hossein Rostami at 613-995-8452 or 


at rostami.hossein@ic.gc.ca 


RECENT Developments 


Angel Investor Research Workshop 


Al part of the government's response to the MacKay Task 
Force Report on the future of Canada’s financial services, 
Industry Canada, along with Finance Canada and Statistics 
Canada, was mandated to analyse the state of SME (small and 
medium-sized enterprise) financing in Canada. As part of the 
SME Financing Data Initiative, there is considerable interest 
in learning more about the role angel investors play in early- 


stage financing. 


On October 5, 2002, Industry Canada hosted an Angel 
Investor Research Workshop in Ottawa. The primary goal of 
the workshop was to develop a research protocol for quantifying 


the actual and potential financial contributions of angel investors 


Small Business Quarterly 
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to Canadian businesses, as well as the significance of these con- 
tributions. The protocol will guide research in the area of angel 


financing by Industry Canada and its partnering departments 


over the coming years. 


Previous work commissioned by Industry Canada on angel investors 


is available at http://strategis.ic.gc.ca/fdi 


APEC’s 9th SME Ministerial Meeting: 
“Expanding the Benefits of Cooperation” 


[ee Canada participated in the 9th Asia-Pacific 
Economic Cooperation (APEC) Small and Medium-sized 
Enterprise Ministerial Meeting (SME MM) in Acapulco, Mexico, 
August 22—25, 2002. As in previous years, three events took place 
in conjunction with the SME MM: the Women’s Leaders Network — 
Meeting, August 20-22, 2002; the 15th SME Working Group 
Meeting, August 22-23, 2002; and the SME Business Forum, 
August 18-23, 2002. 


Mexico's theme for the 2002 SME MM was “Expanding the 
Benefits of Cooperation.” The three North American economies 
led the discussion on the SME MM sub-themes with ministerial 


papers on Regionalism (Canada), Policy Environment (Mexico) 


and Sustainable Growth (U.S.). 


Micro-enterprise development has been a priority for Mexico in 
2002. To help APEC economies address this issue, a High-Level 
Meeting on Micro-Enterprises (HLMME) took place August 17-18, 
2002. Participants in the HLMME identified common policy prin- 

ciples that would contribute to the growth of micro-enterprises and — 
build their capacity to participate in international trade. Work on 
these policy issues will continue to be part of APEC’s SME agenda 
through the SME Working Group. 


Further information on the HLMME, SME MM and related 


meetings may be obtained at www.apec2002.org.mx 
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PERFORMANCE 
Trends 


‘Job creation by small businesses accounted for 


‘78 percent of the number of net new jobs created 
‘in the economy between the second quarter of 
2001 and the second quarter of 2002. In that 

. period, small businesses created over 170 000 jobs. 


There were 2.36 million self-employed workers 
;in the third quarter of 2002, up 2 percent from 
_ 2.31 million in the same quarter of 2001. 


(The number of business establishments in 
‘June 2002 reached 2 173 598, or 3 percent 
‘more than in June 2001. 

at 


; Bankruptcies numbered 2151 in the third quarter 

if 2002, a decrease of 0.1 percent from the same 
yuarter in 2001. Business liabilities involved in 
sankruptcies rose to $0.8 billion in the third 

_Juarter of 2002, 9 percent higher than in the 
ame quarter of 2001. 


business loans outstanding from 
tered banks amounted to $95.8 billion 
e second quarter of 2002, 4 percent lower 
100.2 billion recorded i inthe same 
of 2001. 


Qian ABRs lee R ; 4 " 


http://strategis.gc.ca/SMEquarterly 


WOMEN 
ENTREPRENEURS: 

A DEVELOPING 
PRESENCE IN CANADA 


NE data from Statistics Canada’ show that women are emerging as 
an important source of economic growth and job creation as they take on 
the risks and rewards of entrepreneurship. In 2000, women entrepreneurs 
held majority ownership in 15 percent (and some degree of ownership in 
45 percent) of Canada’s small and medium-sized enterprises (SMEs). Of 
all enterprises majority-owned and operated by women in 2000, 28 percent 
had started up since 1996 compared with 23 percent for enterprises 


majority-owned by men. 


While SMEs majority-owned by women remained highly concentrated 
in the wholesale/retail and professional services sectors, they are gaining 
in prominence in non-traditional industries and the new economy. In 
2000, they accounted for 13 percent of SMEs in the manufacturing 
industry and 12 percent of SMEs in the so-called Knowledge-Based 
Industries or KBIs (Chart 1). 


These recent findings suggest a positive future for women entrepreneurs 
in Canada. However, differences persist between firms owned by women 


and those owned by men. 
(continued on page 2) 
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Chart 1: Women Entrepreneurs by Industry 


Se 


¢ Firms owned by women represent 


only 4 percent of SMEs with more 


than 100 employees. 
* Only 44 percent of firms owned by 


women are incorporated, compared 


Percent of SMEs 
N LSS) 
oS iS 


with 55 percent of firms owned 


by men. 


¢ The majority of women entre- 
preneurs (58 percent) reported that 
they are in a slow-growth stage of 
business development, while only 
9 percent considered their busi- 


nesses to be expanding rapidly. 


¢ Participation in export activity by 
women entrepreneurs was less than 
for firms owned by men; 8 percent of women entrepreneurs 
sold to foreign markets in 2000 compared with 11 percent of 


firms owned by men. 


Some have argued that business growth is slower for women 
entrepreneurs because of barriers such as access to financing. 

A 1995 comparison of SMEs owned by women with those owned 
by men suggested that women have more difficulty in securing 
credit, and when they do obtain credit, it is on more onerous 
terms. Gaining access to finance is a challenge for all small busi- 
ness owners — the latest findings suggest that size of a business 
and the sector it operates in (for example, small service or retail 
establishments), and not the business owner's gender per se, are 
key determinants of success in obtaining access to capital. The 
new data from Statistics Canada show that women entrepreneurs 
sought less financing in 2000, but were as successful in obtaining 


financing as men when they did apply. 


For more data and reports from the Financing Data Initiative, 
including Industry Canada’s first Report to Parliament on 
SME Financing, please visit http://strategis.ic.gc.ca/fdi. 

See also “Recent Developments” for the announcement of a 


Prime Minister's Task Force on Women Entrepreneurs. 


" Statistics Canada, Financing of Small and Medium-sized Enterprises, 2000. SMEs are here 
defined as enterprises with fewer than 500 employees and less than $50 million in annual 


revenue. 


2 


a 50% female-owned 
A No female owners .__ | 


Pe Majority female-owned 
BB Minority female-owned 


Source: Statistics Canada, Financing of Small and Medium-sized Enterprises, 2000. 


JOB Creation 


1D) ata from Statistics Canada’s Survey of Employment, Payrolls | 
and Hours (SEPH)!' indicate that more than 221 000 net new 
jobs were created in the second quarter of 2002 compared 

to the same quarter a year earlier. This figure represents over 

100 000 more jobs than were created in the first quarter 

of 2002. Table 1 shows that small firms (those with fewer 

than 100 employees) created 78 percent of net new jobs in the 
second quarter of 2002. Employment in medium-sized firms 
(those with 100 to 499 employees) declined again in the 

second quarter of 2002, though less so than in previous quarters. | 
Micro enterprises (those with fewer than 5 employees) also 
suffered job losses in the first half of 2002, a reversal from 

their strong contribution in the second half of 2001. Overall, 

the contribution of small businesses to job creation increased 
throughout 2001 but slowed down somewhat in the first half 

of 2002. 


Table 2 indicates that the average annual year-over-year net 
change in employment to the second quarter of 2002 amounted 


to nearly 173 000 jobs. Over three quarters of these jobs were 


(continued on page 3 
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created in Ontario, Alberta and Quebec, but Prince Edward seven of twelve jurisdictions, but grew strongly in Newfoundland 
Island had the highest rate of net job growth (5.1 percent). and Labrador. A calculation of employment changes by size 
Pre. : : of firm as a percent of total year-over-year changes (not shown 
There were very striking differences in employment growth by : : 
a ; in the tables) reveals that, across Canada, small businesses con- 
size of firm: compared with an overall increase of 1.4 percent, é ; : 
‘ tributed 85 percent of the total net increase in employment 
employment in small firms grew by 2.8 percent while that in . : 
‘ : ; P over this period. 
me businesses fell by 1.5 percent. The same pattern is 
largely visible in most provinces and territories. Except fon PEL, ' SEPH data exclude selfemployed workers who are not on a payroll and employees 


: : in the following industries: agriculture, fishing and trapping, private household services, 
jemployment growth in small firms was greater than overall religious organizations and military personnel of defence services. The data breaking 


‘employment growth in each jurisdiction, often by a wide down employment by size of firm also exclude unclassified industries. 


(margin. Employment in medium-sized businesses fell in 


Table 1: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, Canada 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter %, yly Jobs, y/y 04 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
QI! 2001 Sah 449 435 10.0 1.4 8.1 5) 25.5 10.8 3.6 144 60.1 
Q2 2001 2.8 353 334 Dy) 8.7 13.0 Hes) 35.8 10.5 DS USE 51.1 
Q3 2001 1.8 226 792 29.8 2.8 16.9 15.6 65.1 -0.4 -1.0 -1.4 36.3 
Q4 2001 1.0 127 451 32.4 Sil 33.8 13.6 117.1 -17,7 -37.7 -55.4 38.3 
Q1 2002 0.9 114 841 -9.3 Syl} 41.5 36.3 99.8 “7.2 -25.9 -33.1 335 
Q2 2002 lef 221 006 -2.1 Do) 36.6 37h Tl. 13.9 -16.4 2.5 24.8 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), July 2002. 


Table 2: Year-over-year Annual Net Change! in Payroll Employment? by Province/ Territory and 


Firm Size, Four-quarter Averages, 2000 Q3 to 2002 Q2 
Growth Rate by Size of Firm and Province (Number of Employees) 

Total Net Change = 0G =519.-—=«20-49~=~=C«CS0-99-~=~=*C«~«*iO2NN.-~—~«300-499 ~—«100-499 5006 
Province Jobs, yly  %, yly (%) (%) (%) (%) (%) (%) (%) (%) (%) 
Newfoundland 6 749 3.9 iL? 48 IP 13.5 Si 6.1 14.0 9.0 1.5 
Prince Edward Island 2 808 Sl -0.9 Drill UI 10.5 4.5 Dy! -5.2 BS 6.8 
Nova Scotia 7 041 2.0 0.8 22 4.5 IDs 32 0.5 42 14 1, 
New Brunswick 5 387 LS) 1.8 -0.1 6.6 0.7 2.0 -1.4 Dell -0.3 2.4 
Quebec 31 580 He LD 1.6 3.0 47 25 -1.0 -8.3 3.3 1.3 
Ontario 51 726 1.0 43 Dal 42 2.8 BY) 0.2 3.6 -0.9 0.1 
Manitoba 12 762 2.6 0.7 -0.3 4,5 ON) 33 3.6 -2.9 1.6 2.4 
Saskatchewan 3565 1.0 1.6 -1/; 45 44 LS =1,9 -8.6 -4.0 2.4 
Alberta 48 385 3.6 49 3.5 5.2 6.8 48 17 -5.7 -0.6 4.0 
British Columbia 1 562 0.1 0.5 -0.8 Me) oy. 1.0 -1.4 48 24 0.0 
Yukon Territory’ 62 0.4 1.8 -0.3 10.8 11.4 5.0 cOD.2 — — ~ 
Northwest Territories & Nunavut? 484 1, 4] 5.4 74 -2.6 3.4 5.0 = = -= 
Canada Total 172 523 1.4 2.6 1.4 3.9 43 28 0.0 4,8 -1.5 1.0 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), July 2002. 

' The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the second quarter of 2002 
and the average level in the preceding four quarters. 

* SEPH data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious 

organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 

* Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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BUSINESS Establishments 


A to Statistics Canada’s Business Register, the total number 50 employees represented approximately 95 percent of the total, 
of business establishments in Canada declined by 0.8 percent during — while those with between one and four employees made up 
the first six months of 2002, from 2 190 278 in December 2001 58 percent of employer establishments in June 2002. 


Dal 81 2002. Th 2002 fi 5) 
SO ie ae Sones Uipie Meaaatepe Over one third of all employees who work for small employer 


higher than in June 2001. The number of businesses in the inde- ] ; ; 
4 d : businesses (fewer than 100 employees) worked in retail trade; pro- | 
terminate category (businesses without employees) decreased by } rd ; ; } | 

; ; fessional, scientific and technical services; or construction. Three | 
1.1 percent over the first half of 2002, while employer businesses ; : : | 
; } industries accounted for almost 36 percent of micro employer busi- 
slipped by 0.5 percent. See Table 3 for a breakdown of business } aa | 
; \ ; i ; nesses (one to four employees): professional, scientific and technica 
establishments in Canada by size and industry in June 2002. : ; ; ; : : 
services; construction; and other services. Medium-sized businesses 


Businesses with fewer than 100 employees accounted for almost (100 to 499 employees) were most heavily concentrated in the 


98 percent of employer establishments; those with fewer than manufacturing industry (22 percent) and retail trade (13 percent). 


Table 3: Business Establishments by Size of Employment and Industry, June 2002 


Employer Businesses 


ow Number of Employees Distribution (9 
Industry Total Indeterminate! Total 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 1004) 
Agriculture, forestry, fishing 
and hunting 196 715 134 409 62306 =: 48 400 7 249 Jaye Sy 524 196 59 8 6.1 1. 
Mining and oil and gas extraction 15 292 7 196 8 096 4760 1 060 873 696 343 187 121 56 0.8 1. 
Utilities 1905 714 1191 528 203 132 135 69 46 45 33 0.1 0. 
Construction 240 277 131 543 108734 70301 16877 10698 7308 2332 867 294 57 10.6 5. 
Manufacturing 104 384 39 677 64707 27930 9 806 8468 8695 4740 2985 1617 466 59) 21, 
Wholesale trade 121 341 55 172 GHG) wp A SIM) 9798 7486 2454 991 315 63 6.4 6. 
Retail trade 215 643 85 702 129941 59775 30857 20430 11787 4122 2 065 782 123 12.5 13. 
Transportation and warehousing 104 752 58 688 46064 31413 5 606 3952 890208 549 308 133 44 4 
Information and cultural industries 29 354 15 371 13 983 alle 2 135 TS. ey) 676 345 181 i 13 )). 
Finance and insurance 104 681 69 336 35 345 18. 086 5 674 4608 4853 1183 529 252 160 3.4 BY 
Real estate and rental and leasing 158 636 119 270 39 366 =. 25.567 5 848 BOD] ez O92 927 326 117 32 3.8 2 
Professional, scientific and 
technical services Mi HS) 164 902 112827 79390 14687 9145 6147 2124 884 345 105 11.0 5 
Management of companies and 
enterprises 73 728 56 361 17 367 9 985 2718 1938 1593 705 316 71 4] 1, 1. 
Administrative and support, 
waste management and 
remediation services 98 495 51 989 46506 27845 7557 4954 3690 1346 659 342 113 45 4) 
Educational services 18 930 7737 11 193 5 986 1745 1 189 997 378 245 220 433 1.0 2.4 
Health care and social assistance 91 724 10 730 80994 46866 15757 9162 4882 1950 1 216 758 403 77 9,/ 
Arts, entertainment and recreation 38 927 20 991 17 936 10 150 3 024 MAGYE ILI 575 252 129 48 Ili 1. 
Accommodation and food services 110 161 35 320 74841 28552 14711 13921 11789 4246 1 228 323 7) 1D 7. 
Other services 
(except public administration) 163 328 66 232 97096 66821 16347 8331 4037 985 399 138 38 hp) y)} 
Public administration 7596 55 7541 2 387 1618 935 995 565 386 335 320 0.6 3 
fr 


Total all Industries 2 173 598 1 131 395 1042203 604409 175989 120175 85975 31452 14671 6752 2780 100.0 100) 


Source: Statistics Canada, Business Register, June 2002. 
The indeterminate category consists of incorporated or unincorporated businesses without employees. The Business Register classifies a business as “indeterminate” when it cannot be determir 
through payroll data that the firm has paid employees. The firm may well provide work under contract. 
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EQUITY Financing 


Al described in the March 2002 Small Business Quarterly, quasi-equity' 
financing is a form of financing that allows owners of SMEs to gain access 
to venture capital without having to diminish control over their businesses 


by selling shares to investors. 


In the third quarter of 2002, $130 million of quasi-equity capital was 

invested in Canada, compared with $81 million in the second quarter 
and $32 million disbursed in the first quarter. Projecting the accumu- 

lated figure of $243 million invested in the first three quarters of 2002 
(see Chart 2) strongly indicates that the annual total will, for the 


first time, exceed $300 million. 


Over the first three quarters of 2002, Ontario remained at the forefront 
of quasi-equity activity with $77 million invested (32 percent of the 
overall total), followed by Quebec with $54 million (22 percent of 
quasi-equity flows). Traditional, mature sectors have remained the prin- 
cipal focus of quasi-equity flows, absorbing $172 million or 71 percent of 
all disbursements in the first nine months of 2002 among 375 established 
companies. Consumer products and services continued to be the leading 
industry, accounting for $91 million, or a 37-percent share, followed by 


‘the manufacturing industry with $61 million, or a one-quarter share. 


' Quasi-equity is a hybrid financial product that combines the cash flow of term lending with the capital 
gains of share ownership. The borrower has the obligation to repay the loan and part of the cost is in the 
form of a fixed-interest coupon (a deductible expense). Like equity financing, repayment of the loan is 
based on cash flow, not on depreciating company assets, and it is subordinated to secured lenders. 


Examples of quasi-equity are venture loans, mezzanine financing and subordinate financing. 


Data as of November 29, 2002 


Canada’s real:Gross Domestic Product (GDP) 
growth... moderated to a 3.1 percent annualized rate in the 


third quarter of 2002 from 4.4 percent in the second quarter. 
Despite a jump in housing activity, growth in final domestic 
demand was half that of the second quarter due to reduced demand 
for durable goods and lower business investment in non-residential 
structures. Export activity posted its strongest gain in 10 quarters, 
while imports slowed growth, so that net exports (exports minus 
imports) accounted for almost half of GDP growth. On the income 
side, corporate profits continued to recover from their 2001 slump 
and robust gains in employment pushed personal disposable income up. 


Monthly GDP data... show that the economy lost steam near 
the end of the third quarter, with real GDP edging up a modest 

0.1 percent in September after increasing by.0.2 percent in August 
and 0.4 percent in July. Real GDP increased 0.2 percent in the 
goods sector in September, following a decline of 0.2 percent in 
August and a solid gain of 1.1 percent increase in July. In the services 
sector, monthly real GDP growth slowed to 0.1 percent in September 
after increasing from 0.1 percent in July and 0.3 percent in August. 


The economic outlook... is for continued growth. Although 
there were soft spots in the third quarter (reduced demand for durable 
goods and lower investment in non-residential structures), the foun- 
dations remain solid; profits and personal disposable income are 
growing and the labour market has posted record job creation. 
Moreover, the economy of the United States posted better-than- 
expected numbers in the third quarter as its GDP increased 4.0 percent, 
up from 1.3 percent in the second quarter. The November 2002 
consensus of private-sector forecasts! expects Canada to lead the G-7 
with growth averaging 3.4 percent in 2002 and 2003. 


Consumer spending... grew modestly by 


Chart 2: 
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Source: Mary MacDonald and Associates, Quasi-equity Activity: First 9 months of 2002. 
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Quasi-equity Capital Invested 
and Number of Deals, 2000 to 2002 


First nine months of 2002 


0.5 percent after three quarters of strong gains. 
The lower growth reflected lower demand for 
durable goods (though expenditures on cars 


remained at historically high levels). Spending 
on services and non-durable goods accounted for 
most of the growth as a result of warmer-than- 
normal temperatures, which led to higher 
consumption of electricity, while restaurant 

food expenditures increased 7.8 percent. 


Housing investment... jumped 15.9 percent 
in the third quarter, following a 1.7 percent 
decline in the second quarter. Household 
demand for mortgages was up and new 

_ home starts reached their highest level since 
March 1990. Activity in the resale market 
continued to slow as unit sales dropped 


Number of Deals 


5.3 percent from the level recorded in the 
second quarter. 


Business investment in machinery and 
equipment... was up 4.8 percent after posting 
a gain of 16.7 percent in the second quarter. 
Investment in cars, trucks and other transporta- 


tion equipment increased while investment in 


' Based on Consensus Forecasts, published by Consensus 


Economics Inc. in the United Kingdom. 


(continued on page 7) 
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SELF-Employment 
id... unpublished data from Statistics Canada’s 


Labour Force Survey, the Small Business Policy Branch 
has derived educational profiles for different categories 


of self-employed workers. 


Differences are also evident among the self-employment 
categories. Unincorporated self-employed workers without 
paid help are less likely to have a university degree and 


more likely not to have finished high school than the other 


was three categories of remunerated self-employed. Approximately 
The Labour Force Survey distinguishes between five cate- D0 Retcenea Rcnincorpocarediselt cnclove Weare 
gories of self-employed workers: those who work with wate EE Weds can sect ieee eee 
id help and those without paid help and, within each F 2 Hace: - 
- P h fee : : eee with 28 percent for unincorporated self-employed persons 
Seca ene x as Peni oe Aha gs ae ; fae : with paid help and 25 percent each for incorporated self- 
those whose businesses are unincorporated; unpaid family criplovedl wOrboe with ancl without paid Belmore es 
Mees Hoe pe aie ire cae ene 20 percent of unincorporated self-employed workers 
distribution by sex and education level of self-employed wiithout'paid helo vad’ Roe fished’ bie chen lee eee 
II, in 2001. a 
YI eis een Ge UIT with 14 to 17 percent for the other three categories of 
The education profile of the self-employed is different remunerated self-employed. 
l . Self 
fom cast of as bos pycral oan eee Boon It is also notable that unincorporated self-employed persons 
are more likely to have a university degree, but they are with paid elnsimpectiee see fave heaeeen 
also more likely to have only 0-8 years of schooling. Nearly NOiGEIOL pose oradimio denen lo perceae ae ene 
ro) C > 
18 percent of self-employed workers have not completed «ices 99 lathe properionoranteericides ee ata 
high school compared with almost 16 percent for employees cllenr lorccacntlltercntncaoned cael eee 
overall. This discrepancy is particularly pronounced for hidricch aide teeta noie oceania mm 
unpaid family workers, 41 percent of whom have not peered 
school declined. 
completed high school. 


Table 4: Distribution of Self-employed Workers by Sex and Education Level, 
Canada, Annual Average 2001 


With Paid Help Without Paid Help 
All Self. Incorporated Unincorporated Incorporated Unincorporated nue 
Employees employed All © Males Females All Males. Females All © Males Females All © Males Females Workers 
Education Level (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) (%) 
All levels 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
0-8 years 3.0 5) 37 4) 1.8 5.4 6.2 3y2 41 4.5 25 5.9 73 3.9 15.2 
Some high school 12.8 12.4 11.0 11.2 10.3 LS; AG 10.4 10.0 11.0 7.0 NH 12.0 25.6 
High school graduate 21.1 19.9 20.4 19.3 24.0 19.3 18.8 20.5 20 Sie al 20.9 196 201 19.0 19.6 
Some post-secondary 9.8 IS 7.6 74 8.2 6.0 5) Ws} 6.7 6.5 7.0 8.1 7.4 SH Tea 
Post-secondary 
certificate/diploma 30h 32.6 Vel yee 32.5 TS Map: 34.5 344 33.9 36.1 33.1 314 35.5 25.3 
University degree 19.6 22.3 24.6 25.2 DES 284 30.5 Dee 24.6 24.0 26.2 1 ae 20.5 5.4 
Bachelor's degree 13.7 13.2 148 = 143 16.4 Pst As 10.3 16.7 = 16.2 18.5 Wy aie 13.3 3.7 
Above bachelor's 
degree Da) 9.2 9.8 10.8 6.6 ie WH 12.9 78 1S Tel 7.6 8.0 Ven) 0.0 


Source: Statistics Canada, Labour Force Historical Review, 2001. 


Small Business Quarterly — Vol. 4, No. 3, January 2003 


BUSINESS 
Bankruptcies 


ae he number of business bankruptcies in the third quarter of 


2002 fell by 14 percent from the second quarter, from 2495 to 
2151, but the level was little different from that recorded in the 
third quarter of 2001. 


The level of business liabilities involved in bankruptcies also 
dropped, to $0.8 billion — an 82 percent decrease from the 
second quarter. Significant declines were evident in logging 

and forestry, manufacturing, and business service industries; 

but the value of business liabilities more than doubled in commu- 
nication and other utilities, government services, and agriculture 


and related services. 


Compared with the previous year, the level of business liabilities in 


the third quarter of 2002 rose by 9 percent from the corresponding 


quarter in 2001. 


The value of business liabilities has displayed exceptional volatility 
on both a quarter-to-quarter and year-to-year basis. Over the last 

five quarters, the value of business liabilities has shown a quarterly 
drop of as much as 82 percent and a quarterly growth of as much 


as 167 percent. 


BUSINESS 
Loans 


aa. value of chartered bank loans outstanding! rose to 

$95.8 billion in the second quarter of 2002, 1 percent higher 
than the $94.7 billion recorded in the first quarter of 2002 but 

4 percent lower than in the second quarter of 2001. Small loans 
‘for amounts below $500 000) accounted for $20.1 billion, or 
21 percent of total business loans, in the second quarter of 2002. 
Both the average size of small loans and their percentage share 


dipped in this quarter. 


Medium loans (for amounts between $500 000 and $5 million) 
‘ose in the second quarter of 2002 from $30.3 billion to 


530.5 billion, or 32 percent of total business loans. 


Compared with a year ago, the total value of small and medium 
oans — $50.6 billion — was 3.9 percent lower than in the 


second quarter of 2001. 


Not including non-residential mortgages, agriculture loans, customer's liability under 


ceceptances and other business loans. 
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industrial machinery fell. Non-residential investment in structures 
dropped 2.5 percent. 


Corporate profits... increased 12.6 percent in the third quarter 
following a 51-percent increase in the second quarter. Gains were 
concentrated in the non-financial group of industries, especially in 
manufacturing and in petroleum and coal. Profits reached their 
highest level since their peak in the first quarter of 2001, which 
bodes well for business investment growth in the near future. 


The current account surplus... was $5.1 billion in the 

third quarter, $0.4 billion higher than in the previous quarter, and 
in the $5-billion range for the third consecutive quarter. Helped 
by record exports of cars and motor vehicle parts, the merchandise 
trade surplus was up $0.5 billion to $14.0 billion (its highest value 
since the first quarter of 2001), accounting for most of the increase 
in the current account surplus. The deficit on services edged down 
to $2.1 billion, largely due to a lower commercial services deficit. 
The deficit on investment income increased by $0.2 billion to 
$7.1 billion, while the surplus on current transfers declined by 
about $10 million to $359 million. 


The October Business Conditions Survey... revealed a 
generally positive outlook for production and employment prospects 
for the fourth quarter. Over 84 percent of manufacturers indicated 
that their production and work force will remain the same or 
increase. Only 14 percent believed their inventories were too 

high and 14 percent expected decreases in employment. 


Employment... continued to grow in October, although at a 
slower pace, as 33 000 jobs were created compared with an average 
monthly gain of 47 000 since last December. In total, 459 000 net 
jobs have been created in the first 10 months of the year. Robust 
employment growth in 2002 has propelled the employment rate to 
its highest level (62.1 percent) since April 1990. The unemployment 
rate has remained stable in the past few months as improving labour 
market conditions have enticed more people to enter the labour 
force. It was 7.6 percent in October. 


The Consumer Price Index (CPI)... rose 3.2 percent in 
October, up from 2.3 percent in September and the highest infla- 
tion rate since June 2001. The core rate of inflation, which excludes 
the most volatile components of the CPI, was 2.5 percent in October, 
above the mid-point of the 1- to 3-percent target range. 


The Bank of Canada... kept its official rate at 2.75 percent in 
September and October after having increased it by 75 basis points 
earlier in the year. In its Monetary Policy Report of October 23, 

the Bank indicated official rate increases could be delayed unless 
warranted by pressures on capacity and inflation. 


The Canadian dollar... has been trading between US$0.63 and 
US$0.64 since August, after rising to over US$0.66 in early July. 
Despite a widening of the spread between Canadian and U.S. 
interest rates, global economic weakness and recent declines in 
non-energy prices have exerted a dampening effect on the currency. 


The Economic Snapshot is prepared by the Micro-Economic Policy An 
Branch of Industry Canada. Please address comments to Francois Poitras 


phone at 613-957-3404 or by e-mail at poitras.francois@ic.gc.ca 


RECENT Developments 


Prime Minister’s Task Force on Women 
Entrepreneurs 


6). November 19, 2002, the Prime Minister announced the 
creation of a lask Force on Women Entrepreneurs to examine 
the unique challenges faced by women entrepreneurs and to 
advise him on how the federal government can advance the eco- 
nomic contribution of women entrepreneurs. The Caucus Task 
Force will consult with Members of Parliament, experts and key 
stakeholders, and will: (i) identify factors required to encourage 
women’s entrepreneurship; (ii) assess existing resources, both 
within and outside government; (iii) identify gaps and areas 

for possible action in the future; (iv) evaluate best international 
practices and their appropriateness to the Canadian context; 

(v) consider links to the government's current priorities; and 

(vi) improve collaboration with other levels of government 

and private and voluntary sector partners. 


The Task Force will be chaired by Ms. Sarmite Bulte, M.P. 
(Parkdale — High Park) and will deliver its report to the 
Prime Minister by May 2003. 
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Congres international Francophone sur la PME 


PN... 120 participants from 17 different countries attended the 
6°” Congres international Francophone sur la PME (a conference 

on SMEs) at the Ecole des Hautes Etudes Commerciales (HEC) in 
Montréal, Quebec, on October 30-31 and November 1, 2002. This 
event also serves as the biennial conference of the Association 
internationale de recherche en entrepreneuriat et PME, whose 

current President is Prof. Camille Carrier (Université du Québec a 
Trois-Rivieres). In his opening address, Prof. Jean-Marie Toulouse, 
Director of the Ecole des HEC, sketched out what was old and new 
in the theory and practice of entrepreneurship. Francois Brouard of 
Carleton University was awarded a prize for his paper “Pertinence 


dun outil diagnostique des pratiques de veille stratégique pour aider les 
PME.” The 2004 Conference will be held in Montpellier, France. 


Conference of the Canadian Council for Small 


Business Entrepreneurship 


TR 19th annual conference of the Canadian Council for 
Small Business Entrepreneurship (CCSBE) was held in Halifax on 
November 14-16, 2002. At the conference, the first eight Small 
Business Counsellor certificates in the Asia-Pacific Economic 
Cooperation (APEC) IBIZ program were presented by Chris 
Pelham, Head of APEC-IBIZ (Canada). The program provides 
professional development and accreditation to individuals who are 
practising small business counsellors and are able to demonstrate 
required levels of competency in 104 skills. Individuals who com- 
plete the program will be recognized nationally and internationally 


as professional small business counsellors and be authorized to use 


the designation “APEC-SBC.” 


Demand for the program continues to grow and an intake of 
150 individuals drawn from all parts of Canada is anticipated 
by early 2003. For more information, visit the program 

Web site at http://www.apec-ibiz.org or contact either 
Chris Pelham (chris.pelham@acadiau.ca) or Don Bureaux 
(dbureaux@acadiau.ca). 


‘The next CCSBE conference will be held in Victoria in the 
fall of 2004. 


Small Business Quarterly — Vol. 4, No. 3, January 2003 
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| Trends 


i 


Small businesses in Canada generated over 221 000 jobs, 
ior 47 percent of the net number of new jobs created 
between the fourth quarter of 2001 and the fourth 
quarter of 2002. 


‘According to Statistics Canada’s Business Register, the total 
faumber of business establishments! in Canada reached 

2 204 782 in December 2002, an increase of 0.7 percent 
from the number recorded in December 2001. 


There were 2.39 million self-employed workers in the 
fourth quarter of 2002, an increase of 4.1 percent from 
the 2.30 million recorded in the same quarter of 2001. 
Wear-over-year, there were approximately 36 000 more 
ee ™ployed workers in 2002 than in 2001. 


Bankruptcies numbered 2152 in the last quarter of 2002, 
adecrease of 20.6 percent from the same quarter in 2001. 
Business liabilities involved in bankruptcies declined by 
57.3 percent, to $854 million in the fourth quarter of 
2002 from the same quarter in 2001. 


Total business loans outstanding” from chartered banks 
unounted to $93.4 billion in the fourth quarter of 2002, 
town 0.5 percent from the previous quarter. Small loans 
for amounts below $500 000) accounted for $18.7 billion 


or 20 percent of total business loans in the last quarter 
of 2002. 


| Business establishments are businesses that have at least one paid 
imployee, have annual sales revenue of at least $30 000, or are 
acorporated and have filed a federal corporate income tax return 
iit least once in the past three years. Business establishments include 
doth indeterminate and employer businesses. 
indeterminate businesses are incorporated or 
inincorporated businesses without employees 
l comprise about half of all business 
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THE SELF-EMPLOYED 
INCREASINGLY 

LIVE OUTSIDE 
METROPOLITAN 
AREAS 


ew data from Statistics Canada’s Labour Force Survey show the 


distribution of employees with different categories of self-employed 
workers! in metropolitan (metro) or non-metropolitan (non-metro) 

areas. (Statistics Canada defines a Census Metropolitan Area, or CMA, 

as an area with an urban core population of at least 100 000 with one or 
more adjacent municipalities that are highly integrated with the urban core, 
as measured by commuting flows.) Table 1 illustrates the distribution of 
workers in CMAs and workers outside CMAs for 1992 and 2002.7 


Between 1992 and 2002, the average annual compound growth rate for 
self-employed workers was 2.0 percent, similar to the rate for employees 

at 1.9 percent. However, among employees the rate of growth in metro 
areas has been much higher (2.3 percent) than the rate outside metro areas 
(0.9 percent). In contrast, self-employment has grown at a faster rate outside 
metro areas (at 3.1 percent) than within metro areas (0.2 percent). In fact, 
the annual growth rate of self-employment in non-metro areas has out- 
stripped growth in metro areas in 12 of the last 15 years. 


(continued on page 2) 


shments in the Business Register. 
t including non-residential mortgages, 
ture loans, customer's liability under 
ces and other business loans. 
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(continued from page 1) 


In both metro and non-metro areas, growth rates very small, has declined precipitously in metro areas 
over the period 1992 to 2002 vary widely among by 9.2 percent per annum compared with only a 

the five categories of self-employed workers. For the 0.1 percent drop in non-metro areas. The compound — 
fastest-growing category of self-employed workers — annual growth for incorporated self-employed workers 
those whose businesses are incorporated and who work with paid help has increased at a higher rate in metro 
with no paid help — growth has been very high in areas (1.3 percent) than in non-metro areas (where it 
both metro and non-metro areas (8.8 and 8.9 percent dropped by 0.1 percent). 

respectively). For unincorporated self-employed work- 

ers with no paid help, average annual growth is much Chart 1 shows that over the period 1992 to 2002, 
higher outside metro areas (4.4 percent) than in metro the majority of self-employed workers increasingly 
areas (0.3 percent). For unincorporated self-employed lived outside metro areas compared with employees; 
workers with paid help, growth fell by 2.6 percent by 2002, 66 percent of self-employed workers lived 

in metro areas but grew by 0.4 percent in non-metro outside metro areas compared with 28 percent of 
areas. [he number of unpaid family workers, while employees. 


Table 1: Class of Worker by Metropolitan and Non-metropolitan Areas, 
1992 and 2002 (thousands) 


Self-employed 

Employees With Paid Help Without Paid Help Way 
Class of Worker Total Total Incorporated Unincorporated Incorporated Unincorporated — Family Workers 
1992 
All areas 10 840.7 eON)3} 493.6 320.2 140.1 899.1 66.3 
CMAs 7 515.0 776.3 143.7 146.4 38.5 395.7 52.1 
Non-CMAs 3 325.8 1 143.0 349.9 173.8 101.6 503.5 14.2 
Percentage non-CMA 31% 60% 71% 54% 73% 56% 21% 
2002 
All areas 13 065.8 2 346.0 511.0 292.4 SPAGI 1181.1 300) 
CMAs ) 433.8 794.1 163.8 112.0 89.6 408.8 19.9 
Non-CMAs 3 632.0 I Spl) 347.2 180.4 238.1 772.3 14.0 
Percentage non-CMA 28% 66% 68% 62% 73% 65% 41% 
Growth 1992-2002 
All areas 1.9 2.0 0.3 -0.9 8.9 2.8 -6.5 
CMAs 23 0.2 1.3 -2.6 8.8 0.3 -9.2 
Non-CMAs 0.9 3.1 -0.1 0.4 8.9 44 -(0).1 


Source: Statistics Canada, Labour Force Survey, special run for Industry Canada. 
Notes: Growth rates shown are average annual compound growth rates from 1992 to 2002. CMA = Census Metropolitan Area. 


(continued on page 3} 
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Be eo raphy dar cclt-craployment Chart 1: Self-employed Workers Living Outside 
is a purely rural phenomenon, since many Metropolitan Areas, by Class of Worker, 
non-metro areas include centres of popu- 1992 and DOE 


lation like small towns. Nevertheless, ae 
0 


the data clearly demonstrate that self- 7378 


—j1992 [2002 


employment is, in terms of both absolute 
numbers and growth rates, principally 

a non-metro phenomenon and that 
self-employed workers increasingly 
concentrated outside metropolitan 
areas between 1992 and 2002. 


The Labour Force Survey distinguishes between five cate- 
f 


gories of self-employed workers: those who work with and 


Self-employed Workers 


without paid help and, within each category, those whose 


usinesses are incorporated and those whose businesses 


are unincorporated; unpaid family workers make up the 


fifth category. 
The figures for CMAs are derived from the Total Total Incorporated Unincorporated Incorporated Unincorporated Unpaid 
Labour Force Survey. Employees Self-employed with with without without Family 


Paid Help Paid Help Paid Help Paid Help Workers 
Source: Statistics Canada, Labour Force Survey, special run for Industry Canada, 1992 and 2002. 
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JOB Creation 


D ata from Statistics Canada’s Survey of Employment, Payrolls However, the contribution of small firms to net new job cre- 
and Hours (SEPH)' indicate that nearly 473 000 new payroll ation has steadily declined since the fourth quarter of 2001. 
‘obs were created between the fourth quarter of 2001 and the 

‘ourth quarter of 2002. As shown in Table 2, almost half of new Strong growth in the fourth quarter of 2002 raised the average 
‘obs were in small firms (those with fewer than 100 employees). number of new jobs created during the year to nearly 300 000. 


Table 2: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, 
Canada, 2001 to 2002 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter %, yly Jobs, y/y 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
| Q1 2001 By 446 733 10.1 1.0 8.1 6.0 AA) 10.9 3y5) 14.4 60.4 
Q2 2001 2.8 350 595 2.0 8.5 13.0 12.0 BD) 10.6 2.6 I? Dileo 
Q3 2001 1.8 224 453 31.0 Va 17.0 yi 64.9 -0).3 -0).8 fh.) 36.3 
Q4 2001 1.0 125 105 34.2 35.3 343 13.7 JOEES) -17.9 -37.8 -55.7 38.2 
Q1 2002 0.9 115 078 -6.9 28.9 41.5 36.1 BSS 7.1 -24.8 31.9 32.4 
Q2 2002 wh 221 503 -().7 43 36.4 37.5 77.5 139 -16.0 -2.] 24.6 
Q3 2002 2.9 376 159 -0.9 IS api Sp) 49.5 16.5 -8.5 8.0 42.5 
Q4 2002 Sh 472965 -1.1 2.6 MA 239) 46.8 13.0 -2.0 11.0 42.2 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2002. 


(continued on page 4) 
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Table 3 shows that the largest job gain occurred suffered job losses. Worst hit was the latter group, 

in small firms (with more than 20 but fewer than where more than 26 000 jobs disappeared. 

99 employees) and in large firms (with more 

than 500 employees), which accounted for 55 percent This pattern of job creation was found in all indus- 
and 38 percent of total job creation respectively. tries except forestry, which lost jobs in almost all size 
Very small firms (with fewer than 5 employees) and categories. Four industries contributed more than 
medium-sized firms (with 300 to 499 employees) 60 percent of total job creation. These were, in order 


Table 3: Year-over-year Annual Net Change in Payroll Employment 
by Industry and Firm Size, 2001-2002 


Total Net Change Total Net Change by Size of Firm (Number of Employees) 

Industry %, yly Jobs, yly 0-4 5-19 2049 50-99 0-99 100-299 300-499 100-499 500+ 
Forestry” -18 -14 136 80 -3 327 -2 604 -] 846 -7696 -2 297 _ _— _— 
Mining and oil and gas extraction 1 1 143 242 427 713 430 1812 1 202 -2 325 aI 454 
Utilities it 1 261 -68 4 649 284 869 1017 -379 638 -247 
Construction 7 38 916 1932 een 63 8 10298 4529 28 392 3 609 193 3 802 6721 
Manufacturing 1 14 108 -] 884 -2 165 4 804 5 262 6 017 4258 -990 3 268 4 822 
Wholesale trade 2 13 698 -641 195 7 762 4 332 11 648 6 344 -1 957 4 387 -2 336 
Retail trade 4 61 224 -326 3624 14099 19 611 AD sy GY) -5 016 14 162 17 302 
Transportation and warehousing 0 -887 -350 Bye 1 350 DUS 4 888 2316 -3 468 1152 -4 623 
Information and cultural industries ] 5 023 -161 -46 446 -607 -367 -4 187 -1 767 -5 954 11 344 
Finance and insurance 2 By -679 271 2 890 160 2 642 2 621 713 5886) I ID) 
Real estate and rental and leasing 6 12 126 -976 1371 2 661 3 050 6 107 1 242 Alay 83 5 936 
Professional, scientific and 

technical services 3 16 305 -366 6 372 7798 2 668 16472 -3070 -64 -3 134 2967 
Management of companies and 

enterprises* 6 5 389 -100 19) 368 1 068 1 207 416 = = = 


Administrative and support, waste 


management and remediation services 7 35 492 511 2 826 5 035 3 666 12 038 6 700 1119 7 819 15 636 
Educational services 1 10 181 316 293 LBS 452 BIND DBI) 1945 -380 8 343 
Health care and social assistance 3 4297) -139 5847 11785 5 936 23 430 ~—-1 349 -4 407 -5 756 25 296 
Arts, entertainment and recreation 4 9 404 84 55 1 843 3 138 5119 -454 274 -18] 4 465 
Accommodation and food services 2 15 582 i OWS 1332 23 640 133995 7 360 -3 94] 3419 -] 832 
Other services (excluding public 

administration) 3 13 697 -1 618 4 472 8 119 4 045 15 018 -603 -2 767 -3 370 2 047 
Public administration 0 1 738 -272 310 ee) -198 UY ay Si0y/ -1 968 -7 475 9 332 
Canada total 2 296 426 -4 621 15160 80540 82369 173449 36471 -26 346 10 126 112 853 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2002. 


*Data for firms with 300 or more employees are suppressed because of confidentiality restrictions but are included in the size category and industry totals. 
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of contribution, retail trade; health care and social assistance; 
construction; and administrative and support, waste man- 
agement and remediation services. Three of the four top 
job-creating industries were also among the top five indus- 
tries where small businesses were expanding (the exception 
was the administrative and support, waste management and 
remediation services industry.) Other major small business 
gains were in professional, scientific and technical services 


and in “other services.” 


' SEPH data exclude self-employed workers who are not on a payroll and employees in 
the following industries: agriculture, fishing and trapping, private household services, 
religious organizations and military personnel of defence services. The data breaking 


down employment by size of firm also exclude unclassified industries. 


BUSINESS 
Bankruptcies 


ou... were 2152 bankruptcies reported in Canada in the 
fourth quarter of 2002, essentially the same number reported 
in the previous quarter (2151). Year-over-year bankruptcies 
decreased 20.6 percent from the fourth quarter of 2001 to 


the same quarter in 2002. 


The fourth quarter of 2002 saw the business liabilities 
involved in bankruptcies reach $854 million, an increase 
of 4.1 percent from the previous quarter. Significant 
increases were evident in the logging and forestry, fishing 
and trapping, and manufacturing industries. However, 
decreased liabilities in communications, retail trade, 


finance, insurance and agriculture offset these increases. 


The level of business liabilities in the fourth quarter of 
2002 fell by 57.3 percent from the corresponding quarter 
‘in 2001. 
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a Dp 
Data as of March 26, 2003 


Canada’s real Gross Domestic Product (GDP) growth... 
moderated to a 1.6 percent annualized rate in the fourth quarter of 2002 
from its 3.6 percent level in the third quarter. Despite the slowing of growth, 
real GDP advanced 3.4 percent in 2002 compared with 2.4 percent in the 
United States. Strong gains in domestic demand (3.8 percent) led by increases 
in consumer spending (4.4 percent) and residential investment (11.3 percent) 
supported growth in the fourth quarter. This was partly offset by declines in 
real exports (-8.0 percent) and business investment (-1.5 percent). Corporate 
profits rose 11.5 percent, up for a fourth consecutive quarter, and healthy job 
creation led to personal income growth climbing to 5.3 percent in the fourth 
quarter, up from 3.4 percent in the previous quarter. 


Monthly GDP data... showed that the economy lost steam near the end 
of 2002, with real GDP edging up a modest 0.1 percent in December match- 
ing the pace set in November. This represented the 15th consecutive increase. 
Consumer demand and the mining, oil and gas industry were the main 
contributors to the growth. Output in the goods sector edged up 0.1 percent 
in December, after posting no growth in November. The service sector lost 
momentum toward the end of the quarter: monthly real GDP slowed from 
0.4 percent in October to 0.1 percent in November and was unchanged 

in December. 


The economic outlook... is affected by recent economic weakness asso- 
ciated with lingering concerns about the war with Iraq. Forecasters have 
revised down their growth outlook for both the United States and Canada. 
The Consensus Forecast survey revised the forecast of US GDP growth for 2003 
to 2.4 percent and the Canadian to 2.9 percent, down 0.3 percentage points 
each from the forecasts of three months ago. Most analysts expect growth to 
strengthen, however, in the second half of 2003, with Canada continuing 

to lead the G-7 in output growth. 


Consumer spending... increased by 4.4 percent in the fourth quarter, 
up from 1.6 percent in the third quarter. Consumer spending rose in all 
major goods and services categories. Spending on durables bounced back in 
the fourth quarter with demand for motor vehicles, household furniture and 
appliances leading the advance. Expenditures on transportation services also 
increased, as did energy expenditures because of relatively cold weather. 


Housing investment... and housing activity continued to grow as 
residential investment rose by 11.3 percent in the fourth quarter after rising 
16.3 percent in the third quarter. Housing starts climbed to their highest 
level since 1990. 


Business investment in machinery and equipment 
(M&E)... fell 0.4 percent in the fourth quarter, the only quarterly decline 

in 2002, after increasing 4.6 percent in the third quarter. Lower spending 

on motor vehicles by businesses and a double-digit decline in telecommunica- 
tions equipment investment more than offset gains in industrial machinery, 
computers and software. In 2002, M&E investment fell 2.4 percent, follow- 
ing a similar decline in 2001. 


Corporate profits... rose by 11.5 percent in the fourth quarter, on the 
heels of a 10.4-percent increase in the third. Corporate profits posted a sharp 
recovery in the first half of the year and rose by 6.2 percent in 2002. Profits 
are now just 0.1 percent below the record level reached in the first quarter 
of 2001. Higher profits in the manufacturing, oil and gas, and retail sectors 
dominated the fourth quarter gains. 


The current account... posted its 12th consecutive surplus ($3.3 billion) 
in the fourth quarter of 2002, albeit $0.9 billion lower than in the previous 
quarter. Exports decreased, lowering the merchandise trade surplus by $0.5 billion 
to $13.2 billion. The deficit on services edged down by $0.3 billion to 

$1.8 billion. The deficit on investment income increased by $0.7 billion 

to $8.4 billion, because of stable income receipts while the payment of divi- 
dends to foreign direct investors increased by $0.6 billion. Current transfers 


(continued on page 7) 
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A to Statistics Canada’s Labour Force Survey, 
self'employed workers numbered 2.39 million in the 
fourth quarter of 2002 (calculated from seasonally 
adjusted monthly averages). This marks an increase of 
4.1 percent from the same quarter of 2001 and is the 


third consecutive quarter increase in self-employment. 


Chart 2 shows the self-employment trends in Canada by 
sex from 1992 to 2002. Since 1992, the number of self- 
employed workers has risen gradually, reaching a peak 
of 2.52 million in the first quarter of 2000. This was a 
30 percent increase from the first quarter of 1992. After 
this peak, self-employment began to decline steadily 
throughout 2000 and 2001, and did not begin to rise 
again until the start of 2002. 


SELF-Employment 


In the fourth quarter of 2002, self-employed males 
numbered 1.55 million or 65 percent of all self-employed 
workers; in the same quarter, self-employed females 
numbered 843 500. The share of female self-employment 
grew slowly during the last decade from 32 percent | 
in the fourth quarter of 1992 to 35 percent in the 

fourth quarter of 1995. It peaked at 36 percent in 

the fourth quarter of 1998 and decreased slightly to 

35 percent in the fourth quarter of 2002. 


Chart 2: Number of Self-employed Workers, | 
by Sex, Seasonally Adjusted, 
1992-2002, Quarterly a 
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Source: Statistics Canada, Labour Force Survey, special run for Industry Canada, 1992 and 2002. 
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FINANCING 


Sources of Financing Used by Established SMEs vs. 


Business Start-ups 


Sz and medium-sized enterprises (SMEs) select from a range 
of sources of financing at various stages of their development. 
Chart 3 illustrates the sources of financing used by business 
start-ups and established firms, using data derived from Statistics 
Canada’s recent survey of more than 11 000 SMEs across Canada. 
The 2000 Survey on Financing of Small and Medium-sized 
Enterprises was conducted as part of the SME Financing Data 
Initiative, a joint data-gathering initiative of Statistics Canada, 


Industry Canada and Finance Canada. 


Traditional sources of financing, such as borrowing from financial 
institutions and leasing companies and using trade credit, are most 
prevalent among established businesses. Almost half of mature 
SMEs hold a commercial loan from a financial institution and 

39 percent use trade credit to finance their operations. However, 
personal sources of financing are still quite common among 


established firms. Over one third of all mature SMEs use personal 


q 


Data as of March 26, 2003 
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registered a surplus of $285 million. In 2002, the current account surplus 
fell to $17.3 billion from the record $30.0 billion the previous year, as 
exports fell while imports rose and dividends received by Canadian direct 
investors on their foreign investments were $2.3 billion lower. 


The January Business Conditions Survey... indicated that man- 
ufacturers’ outlook on production prospects for the first quarter improved 
slightly but remained guarded. Production was expected to remain the same 
or increase for 80 percent of producers. Eighty-five percent of producers 
stated that their work force would remain the same or increase. Producers 
were less satisfied with new and unfilled orders for the first quarter of 2003. 
Only 15 percent believed their inventories were too high. 


Employment... posted strong gains in February. Employment surged 

by 55 000; about half were full-time jobs. So far in 2003, 53 000 jobs have 
been created, following 560 000 job gains in 2002. The unemployment rate 
remained unchanged at 7.4 percent in February, down only 0.6 of a percent- 
age point from its peak of 8.0 percent in December 2001. Good economic 
conditions have encouraged more Canadians to enter the labour force, so 
that the unemployment rate did not drop by as much as would be expected 
because of the job gains. In February, Canada’s labour force participation rate 
was at the highest level ever recorded. 


The Consumer Price Index (CPI)... rose 4.6 percent in February, up 

slightly from 4.5 percent in January. “Core” inflation — the target for mone- 

tary policy — excludes the most volatile components of the overall CPI and 

indirect taxes. Core inflation fell from 3.3 percent in January to 3.1 percent 
in February, but remained above the official 1-3 percent 
target range. 


Commercial loans and credit 


49 


Chart 3: Sources of Financing Used by 


Established SMEs and Business Start-ups 


The Bank of Canada... raised interest rates on 
March 6 for the first time since July 2002. Concerned 
about persistent high inflation, the Bank of Canada 
increased its target for the overnight rate by 25 basis 
points to 3.0 percent. In the United States, the Federal 
Reserve left the Federal Funds rate unchanged at 

1.25 percent in March, taking a wait-and-see attitude 
in light of considerable economic uncertainty associated 
with the war with Iraq. 


The Canadian dollar... which ended 2002 at 


from financial institutions }29 | 
: 39 
Trade credit owing to suppliers 18 : { 
i 1 
| at 35! 
Personal savings of owners 
: - 33 
Personal credit cards of owners 3) 
, 1 
Retained earnings 0 3 
26 | 


Commercial credit cards 


Personal line of credit of owners 


16 | 
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Personal loans of owners 
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Source: Statistics Canada, Survey on Financing of Small and Medium-sized Enterprises, 2000. 
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Business Start-ups 


50% 


BB Established SMEs 


60% 


US$0.63, jumped to more than US$0.68 in March, 

the highest since 2000. This recovery was prompted 

by the weakening of the US currency, more favourable 
economic conditions and higher interest rates in Canada 
than in the United States, as well as rising commodity 
prices. 


The “Economic Snapshot” is prepared by the Micro-Economic 
Policy Analysis Branch of Industry Canada. Please address 
comments to Joseph Macaluso at 613-954-3495 or at 


macaluso.joseph@ic.gc.ca 
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savings (35 percent) and another third use personal credit 


cards (33 percent) as a source of financing. 


The lack of an established credit history and insufficient 
assets to use as collateral put business start-ups at a 
disadvantage in terms of accessing traditional sources 

of financing. As a result, four of the five most commonly 
used sources of capital during the start-up stage are per- 
sonal forms of financing. Chart 3 shows that personal 
savings (66 percent) are the most commonly used source 
among business start-ups, followed by personal credit 
cards (32 percent). The importance of the owners’ per- 
sonal savings in the start-up stage of a business is under- 
scored by the fact that the use of personal savings is more 


than twice as common as commercial loans. 


Personal sources of financing are also relied on beyond 
the start-up stage, whether through choice or necessity. 
It is unclear whether this reliance impedes the ability of 


owners to grow their businesses. 
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RECENT 
Developments | 


Key Small Business Statistics Update 


rr he latest issue of Key Small Business Statistics is slated for 
release in early May. It includes statistics that help answer four 
questions on emerging topics: Do the self-employed work longer _ | 
hours than employees? How many small business entrepreneurs 

are women? Do SMEs innovate as much as large firms? How many 


small businesses use e-business? 


Launched in 2001 in response to demand, Key Small Business 
Statistics is updated twice a year. It can be found in the “Statistics” 
section of the Small Business Research and Policy Web site at 


http://strategis.ic.gc.ca/sbstatistics 


Meeting of Small Business Officials 


Faw provincial and territorial government officials responsi- 
ble for small business policy met in Toronto on April 3-4, 2003. | 
In addition to following up on policy priorities identified at last 
year’s meeting, participants reviewed and discussed a range of issues| 
and initiatives relating to small businesses in Canada. Discussions 


were held under four themes: understanding firm growth, data} 


development, improving the business environment, and entre- 


preneurship and small business development. 


Participants found the exchange of information on research, policy | 
developments and programs most useful. The meeting may lead to 
cooperation on issues such as data development and determinants 


of growth. 


Editor’s Note 


TR issue introduces two changes to the Small Business 
Quarterly. First, the publication will no longer contain a regular | 
section on business loans. Reporting on this activity will now 
appear under the “Performance Trends” section on the front 
page. Second, the equity financing section has been renamed 
“Financing” and will cover developments in both debt and 


equity financing of small businesses. 
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~ PERFORMANCE INITIAL PUBLIC 


| Trend 


‘Between the first quarter of 2002 and the first 
quarter of 2003, small businesses created over 
163 000 jobs or 39 percent of net new jobs in 
the economy. 


There were 2.36 million self-employed workers 
in the first quarter of 2003, an increase of 
3.7 percent from the same quarter of 2002. 


Bankruptcies numbered 2379 in the first quarter 
»f 2003, a decrease of approximately 11 percent 
rom the same quarter of 2002. However, business 
iabilities involved in bankruptcies rose by almost 
30 percent to $2.4 billion over the same period. 


fotal business loans outstanding! from chartered 
yanks amounted to $96.7 billion in the first 
juarter of 2003, which was 2 percent higher 
han in the same quarter of 2002. Business loans 
velow $500 000 accounted for 20.4 percent of 
otal business loans. 


fotai Canadian venture capital disbursements 
eached $2.5 billion in 2002, a decline of 
‘5 percent from $3.8 billion in 2001. 


Not including non-residential mortgages, agricultural loans, 
‘astomer’s liability under acceptances and other business loans. 


; OFFERINGS BY 
SMEs IN CANADA 


PN... to public (or stock market) financing is a key factor in the 


growth and development of a business since it provides a permanent source 


of capital and reduces equity costs to the firm. 


Despite the importance of this type of financing, there has been little research 
on access to Canadian public markets. However, a recent study! prepared for 
Industry Canada examines initial public offerings (IPOs) listed on different 
stock exchanges in Canada. This study analyses 1891 share issues from 1991 
to 2000, and evaluates the costs and performance of smaller issues — 
including those of small and medium-sized enterprises (SMEs) — both at 


time of issue, and over the short and medium terms. The authors find that: 


¢ The direct costs of an IPO, such as those incurred in complying with 
listing requirements (e.g., preparing the prospectus and hiring profes- 
sionals), are higher for smaller issues than for larger issues in Canada. 


Direct costs of Canadian IPOs overall were lower than the U.S. average. 


¢ The indirect costs of an IPO (e.g. initial underpricing’) are higher for 


smaller issues than larger issues in Canada. 


(continued on page 2) 
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(continued from page 1) 


* Canada is a market of relatively small issues: IPOs 
occur less frequently and the capital raised is 
significantly less than in the United States, on a 
standardized basis. This gap in IPO financing 1s 
even more acute for technology firms, since Canada 


finances relatively fewer new firms in this field. 


¢ The study calculates a negative return of 
50 percent on small IPOs over the five years 


following the offering. 
¢ The deficiency in IPO financing in Canada reflects 


the low survival rate and low growth rate of small 
businesses making the IPO. The authors estimate 
the five-year survival rate for such businesses to be 
around 60 percent. Only 5.9 percent of small IPOs 


lead to success.’ 


Higher costs for small businesses compared with 

larger businesses making the IPO can have a significant 
impact on their competitiveness. The study indicates a 
strong correlation between size, profitability and survival 
rate. The authors believe that, while public financing 
can encourage the growth and development of 
businesses, SMEs need to grow further to build up 
their competitive edge before going public, and 
therefore the policy of stimulating the listing of small 
businesses should be re-evaluated. In particular, 
mechanisms should be considered that defer IPOs 
until the business has a better chance of survival. 

The study emphasizes that capital supplies should 

be developed for small businesses prior to issuance 

and that regulatory burdens at the time of issue 


should be minimized. 


The study, “Initial Public Offerings in Canada: 
Status, Flaws and Dysfunctions,” is available at 


www.strategis.gc.ca/fdi 


' Carpentier, C., M. Kooli and J.-M. Suret, “Initial Public Offerings in 
Canada: Status, Flaws and Dysfunctions,” research paper prepared for Industry 
Canada, Cirano and Université Laval, April 2003. 


2 Underpricing is the difference between the issue price and the firm’s market 
closing price on the first day of trading. It is expressed as a percentage of the 


issue price. 


3 Successful issuing firms are those that receive proceeds of less than $5 million 


but achieve net assets greater than $10 million within a 5- to 10-year time period. 


BUSINESS 
Bankruptcies 


i. the first quarter of 2003, business bankruptcies 
numbered 2379, an increase of 227 from the previous 
quarter but a decrease of 281 compared with the same 
quarter in 2002. Retail trade (405), construction (369), 
other services (279), accommodation, food and 
beverage services (274), and transportation and storage 
industries (206) accounted for almost two thirds of 


these bankruptcies. 


The level of business liabilities involved in bankruptcies 
reached $2.4 billion or approximately $1.0 million 
per bankrupt business in the first quarter of 2003. 
This is an increase of 64 percent from the previous 
quarter, or 29 percent over the same quarter in 2002. 
More than half the total liabilities involved were in 


communication and other utility industries 


($1.4 billion). 


JOB Creation 


D ata from Statistics Canada’s Survey of 
Employment, Payrolls and Hours (SEPH) indicate that 


nearly 417 000 new payroll jobs were created between 
the first quarter of 2002 and the first quarter of 2003. 
Table 1 shows that nearly 40 percent of new jobs 
were found in small firms (those with fewer than 

100 employees). However, the contribution to net 
new job creation by small firms continued its steady 


decline since the fourth quarter of 2001. 


Table 2 shows, using four-quarter averages, how the 
year-over-year change in employment by size of firm 
varied across provinces. Growth rates of small firms 
were highest in the Prairie provinces and Nova Scotia. 
Growth of micro firms (those with fewer than 

5 employees) declined on average owing to negative 
growth in the Maritime provinces and Quebec. The 
strongest growth overall was seen in firms with 


between 20 and 99 employees. 


(continued on page 3 
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Canada, 2001 to Q1 2003 


Table 1: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter %, yly Jobs, y/y 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Qi 2001 Bu) 446 733 10.1 1.0 8.1 6.0 252 10.9 3.5 144 60.4 
Q2 2001 2.8 350 595 2.0 8.5 13.0 12.0 Boe) 10.6 2.6 13.2 51.3 
Q3 2001 1.8 224 453 31.0 1.2 17.0 37; 64.9 -0.3 -0.8 -I.] 36.3 
Q4 2001 1.0 125 105 34.2 353 34.3 13.7 IWS -17.9 -37.8 -55.7 38.2 
Qi 2002 0.9 115 078 -6.9 28.9 41.5 36.1 SMS) -7.1 -24.8 -31.9 32.4 
Q2 2002 igs 221 503 -0.7 43 36.4 37.5 JAS) 13.9 -16.0 -2,1 24.6 
Q3 2002 29 376 159 -0.9 1.5 0391 U5.) 49.5 16.5 -8.5 8.0 42.5 
Q4 2002 Bu 472 965 -Ll 2.6 D2) 23.3 46.8 13.0 -2.0 11.0 42.2 
Q1 2003 3.3 416 967 0.9 0.9 17.8 Loe 39.2 13.4 Delf 16.1 447 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours, June 2003. 
Table 2: Year-over-year Annual Net Change! in Payroll Employment? by Province/ 
Territory and Firm Size, Four-quarter Averages, Q2 2001 to QI 2003 
Growth Rates by Size of Firm (Number of Employees) 

Total Net Change 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Province Jobs, y/y %, yly (%) (%) (%) (%) (%) (%) (%) (%) (%) 
Newfoundland and Labrador 7 480 43 0.0 -1.0 5.6 5.7 1.8 5.0 -5.9 1.0 7.0 
Prince Edward Island 1 673 2.9 -1.9 0.1 0.3 2.6 0.3 OT 24.7 22.4 -0.6 
Nova Scotia 12 435 3.5 -1.7 -0.5 8.3 15.1 4.6 42 1.9 By 2.5 
New Brunswick 5 144 1.8 -0.7 -2.8 49 8.7 16 0.4 4] -0.9 DY 
Quebec 97 066 32 NN) 1.9 3.4 8.4 29) Wh -2.9 Bll 3.7 
Ontario 143 500 DS) 0.3 0.1 7.2 6.8 BD 44 =e 23 2.6 
Manitoba 14 200 2.8 0.3 -2.9 16.0 19.4 Hess 0.1 -8.0 -2.4 1.0 
Saskatchewan 8 899 24 0.2 =).] 8.1 2, 4.0 0.1 -1.4 -0.4 1.9 
Alberta 52 830 3.8 14 1.0 8.7 13.4 Sa RS) -0.7 2) 2.8 
British Columbia 26 473 1.7 1.0 0.2 49 77 Yes) -1.5 -42 -23 We 
Yukon? 143 0.9 1.8 ALS 40 -0.1 -1.4 103.7 = = — 
Northwest Territories and Nunavut? 2 056 7.0 1.0 0.4 47 16.3 47 IS — — _ 
Canada Total 371 898 2.9 -0.2 0.4 6.3 8.9 3.6 3.7 -2.8 1.8 2.7 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, June 2003. 


"The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the first quarter of 2003 and 
the average level in the preceding four quarters. 


* SEPH data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


> Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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A to Statistics Canada’s Business Register, 


the total number of business establishments! in Canada 
reached 2 204 782 in December 2002, an increase of 
0.7 percent or 14 504 businesses from December 2001. 
The stronger growth in the last six months of 2002 
more than compensated for a decline in the first half 
of the year. The number of employer businesses 

with between one and four employees decreased 
throughout 2002. 


Table 3 shows the number of business establishments 
by size in each province and territory. Nearly 36 percent 
of business establishments were located in Ontario, 
with 23 percent in Quebec, 35 percent in the four 


Western provinces and 6 percent in the four Atlantic 


BUSINESS Establishments 


establishments by size is similar throughout the 
provinces: small employer businesses (those with 
fewer than 100 employees) make up from 97 to 
98 percent of total employer businesses, while 
medium-sized establishments (those with between 
100 and 499 employees) comprise from 1.4 to 
3.3 percent and large establishments (those with 
more than 500 employees) account for 0.1 to 


0.3 percent of total employer businesses. 


1 An establishment is defined as the most homogeneous unit of production for 
which the business is able to determine data on value of production, the cost 
of materials and services, and the quantity and cost of labour and capital used 
in production. This is in contrast to an enterprise, which can consist of more 
than one establishment and is defined as the organizational unit of a business 
for which a set of consolidated financial and balance sheet accounts are 


produced annually. 


provinces. The distribution of employer business 


Table 3: Business Establishments by Employment Category and Province or Territory, 
December 2002 


Employer Businesses 


Number of Employees 

Province or Territory Grand Total Indeterminate’ Total 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 
British Columbia gS) Ay 157625 en Ly 052 91 818 Yl S) 18 511 12 604 4 304 1 900 830 330 
Alberta 290 678 152 590 138 088 79 841 23 298 16 391 11 502 4142 1 870 764 280 
Saskatchewan 95 592 55 222 40 370 23 903 7 245 4730 2928 921 351 229 63 
Manitoba 76 002 39 840 36 162 19 266 6 301 4 874 3 569 1 254 501 281 116 
Ontario 789 029 442310 346719 185 069 60 778 44 283 33 685 12751 6 181 2 866 1 106 
Quebec 498 823 257 375 ~—s- 241: 448 151 435 38 696 23 753 16 574 6 138 2 824 1 382 646 
New Brunswick 44 626 17 344 27 282 I) (2 4 845 3 258 2 222 709 305 152 59 
Nova Scotia 51 887 20 778 31 109 17 086 5 636 3.974 2769 G7 470 17] 86 
Prince Edward Island 10 532 3619 6 913 3.966 1 275 852 546 164 66 35 9 
Newfoundland and 

Labrador 25 892 8 635 17 257 10 338 3 182 1769 2 399 197 96 59 
Nunavut 826 186 640 202 142 114 120 40 16 5) ] 
Northwest Territories DOM 919 1 808 751 362 328 240 70 39 16 }} 
Yukon Territory 2 891 1 198 1 693 896 326 231 153 48 22 15 2 
Canada 2 204 782 1157641 1047 141 600 303-179 441 123 068 88 129 31 857 14742 6 842 Dy. 


Source: Statistics Canada, Business Register, December 2002. 
The indeterminate category consists of incorporated or unincorporated businesses without employees. The Business Register classifies a business as “indeterminate” when it cannot be 
determined through payroll data that the firm has paid employees. The firm may well provide work under contract. 
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SELF-Employment 


Sz Canadas Labour Force Survey distinguishes five categories 


| 


_ of self-employed workers: those whose businesses are incorporated and 
those who are unincorporated and, within each category, those who 

_ work with paid help and those without paid help; those with unpaid 

_ family workers make up the fifth category. 


Using special tabulations from the Labour Force Survey, Industry 

Canada’s Small Business Policy Branch has derived occupational profiles 

for the different categories of self-employed workers. Table 4 shows the 
distribution across 32 occupations for each category of self-employed 


worker, as well as for employees, in 2002. 


In 2002, four occupational groups accounted for 68 percent of 

all self-employed workers. The highest share of the self-employed 

(21 percent) was found in management occupations, which made up 
46 percent and 29 percent of incorporated and unincorporated 
self-employed workers with paid help, respectively. Sales and service 
/occupations constituted the next highest share, with 19 percent of all 
self-employed workers; 26 percent of the unincorporated without paid 
help were in this occupation as were 21 percent of unpaid family 
workers. Sixteen percent of all self-employed persons worked as 

trades, transport and equipment operators and related occupations, 
‘fepresenting from 13 to 19 percent of the four main categories of 
‘self-employed. Finally, 12 percent of all self-employed workers worked 
in occupations unique to primary industry, as did 45 percent of unpaid 


family workers. 


‘Occupational profiles for employees bear a similarity to those for the 
self-employed. Three groups comprised 60 percent of all employees: 
‘service occupations accounted for 27 percent of the total, followed by 
trades, transport and equipment operators and related occupations with 
14 percent, and business, finance and administrative occupations with 


19 percent. 


Revised Methodology in Metropolitan/Non-metropolitan 
Breakdown by Class of Worker 


i. feature article of the May 2003 issue of Small Business 

Quarterly presented data on the distribution of different categories 

of self-employed workers in Census Metropolitan Areas (CMAs) and 
aon-CMaAs. The article was based on special tabulations of Labour Force 
Survey data that reflected urbanization as of the 1991 Census. Statistics 


Canada has since updated its methodology regarding CMAs on the basis 


(continued on page 6) 
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Data as of June 26, 2003 


Canada’s real: Gross Domestic Product (GDP) growth... 
increased 2.4 percent at an annualized rate in the first quarter of 2003, 
up from its 1.6-percent gain in the fourth quarter of 2002. Strong 
gains in domestic demand (3.5 percent), led by consumer spending 
(3.5 percent) and residential investment (12.7 percent), supported the 
growth in the first quarter. Gains were partly offset by declines in real 
exports (5.7 percent) and non-residential investment (0.9 percent). 
Corporate profits rose 34.0 percent at an annualized rate in the first 
quarter of 2003. Personal income rose at an annual rate of 4.0 percent 
for the seventh consecutive quarter of growth, though at a lower rate 
than in the previous quarter. 


Monthly GDP data... revealed that economic growth has tapered 
since January 2003. After increases of 0.5 percent in January and 

0.2 percent in February, the economy was flat in March. In March, 
lower outputs in wholesale and retail trade, utilities, the financial sector 
and air transportation were offset by continued momentum in home- 
building, a rebound in manufacturing, and aggressive oil and gas 
exploration activity. Goods output growth slowed from 0.6 percent 

in January to 0.2 percent in March, while service output growth 
slowed from 0.4 percent in January to no growth in March. 


The economic outlook... is adversely affected by the Severe Acute 
Respiratory Syndrome (SARS) outbreak in Toronto, the occurrence of 
“mad cow” disease in the West, the rise in the value of the Canadian 
dollar and sputtering U.S. growth. Forecasters have revised their growth 
outlook downwards, but continue to expect economic activity to pick 
up in the second half of 2003. The Consensus Forecast survey revised its 
forecast of GDP growth for 2003 to 2.3 percent for the United States 
and 2.3 percent for Canada, down 0.1 and 0.6 percentage points 
respectively from the forecasts of three months ago. 


Consumer spending... increased by 3.5 percent in the first 
quarter of 2003, following an increase of 4.4 percent in the fourth 
quarter of 2002. This resulted from a 1.2-percent decline in outlays 
for durable goods, which had grown by 11.6 percent in the previous 
quarter. Lower sales of new motor vehicles (-11.7 percent) were mostly 
responsible for the slowdown. Meanwhile, helped by higher spending 
on clothing, food and electricity, expenditures for non-durable and 
semi-durable goods rose by 5.2 percent and 5.5 percent respectively. 
Spending on services experienced higher growth (3.7 percent) than in 
the previous quarter (2.2 percent) thanks to gains in communication 
and auto repair services. 


Housing investment... and activity remained strong in the first 
quarter of 2003, as residential investment grew by 12.7 percent, up 
from 11.1-percent growth in the fourth quarter of 2002. 


Business investment in machinery and equipment 
(M&E)... rose 2.2 percent in the first quarter of 2003, following 
decreases of 4.1 percent in the previous quarter and 1.3 percent in 
the third quarter of 2002. In 2002, M&E investment fell 3.2 percent, 
following an increase of 0.3 percent in 2001. 


Corporate profits... rose sharply (34.0 percent at an annualized rate) 
in the first quarter of 2003, lifted by higher profits in the oil and gas 
industry, which benefited from increases in the price of crude oil and 
natural gas. These gains were partially offset by weakness in mining and 
transportation. This marked the fifth consecutive quarterly rise 

in corporate profits. 


The current account... posted its 15th consecutive surplus 
($8.0 billion) in the first quarter of 2003, $3.2 billion higher than 
in the previous quarter. Exports increased modestly while imports 
decreased, boosting the merchandise trade surplus by $1.9 billion to 
$15.5 billion. The deficit on services increased by $0.3 billion to 


(continued on page 7) 
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of 1996 Census data, and the results are dramatically and the chart in the May 2003 issue reflects the changing 
different. Data based on the updated methodology degree of urbanization between 1991 and 1996. 


ilabl 6 d. Chart 1 sh h 
are avallable trom) 7 26 onwatase oat ao gows tie Should you have any questions, please contact the editor 


; | self-employed and th 
percentage of employees, total self-employed and the Pench ninene enchrecitrees 


five categories of self-employed workers living outside 


CMAs for 2002. The sharp contrast between this chart 


Table 4: Employment Shares by Selected Occupations and Category of Worker, 2002 | 


Self-employed 
. Incorporated Unincorporated Unpaid 
ons With Paid  NoPaid With Paid © NoPaid Family 
Occupation Total Total Help Help Help Help Workers 
Management occupations 7% 21% 46% 15% 29% 10% — 
Senior management occupations 1% 0% 1% — — — — 
Other management occupations 6% 21% 45% 15% 29% 10% — 
Business, finance and administrative occupations 19% 10% 9% 13% 8% 9% 25% 
Professional occupations in business and finance 3% 5% 4% 8% 4% 5% 0% 
Financial, secretarial and administrative occupations 5% 3% 4% 4% 2% 2% 14% 
Clerical occupations, including supervisors 12% 2% 1% 1% 1% 2% 10% 
Natural and applied sciences and related occupations 7% 6% 5% 13% 2% 5% — 
Health occupations 6% 4% 4% 2% 11% 4% = 
Professional occupations in health, nurse supervisors and registered nurses 3% 4% 4% 1% 11% 2% — 
Technical, assisting and related occupations in health 3% 1% — 1% — 1% = 
Occupations in social science, education, government service and religion 8% 4% 3% 4% 7% 4% — 
Occupations in social science, government service and religion 3% 3% 2% 3% 7% 3% — 
Teachers and professors 4% 1% — 1% — 1% — 
Occupations in art, culture, recreation and sport 2% 7% 2% 6% 2% 10% — 
Sales and service occupations 27% 19% 9% 15% 11% 26% 21% 
Wholesale, technical, insurance, real estate sales specialists, and retail, 
wholesale and grain buyers 3% 6% 6% 9% 3% 6% — 
Retail salespersons, sales clerks, cashiers, including retail trade supervisors 8% 0% — — — —_ 9% 
Chefs and cooks, and occupations in food and beverage service, 
including supervisors 4% 0% = — — = — 
Occupation in protective services 2% 0% — — — — — 
Childcare and home support workers 2% 5% — 1% 2% 9% — 
Sales and service occupations not elsewhere classified 9% 7% 3% 5% 6% 11% 8% 
Trades, transport and equipment operators and related occupations 14% 16% 13% 19% 16% 18% 4% 
Contractors and supervisors in trades and transportation 1% 5% 11% 2% 11% 1% _ 
Construction trades 2% 4% 1% 4% 2% 6% — 
Other trades occupations 5% 4% 1% 6% 2% 5% = 
Transport and equipment operators 4% 4% 1% 7% 1% 6% — 
Trades helpers, construction, and transportation labourers and 
related occupations 2% 0% = — = — — 
Occupations unique to primary industry 2% 12% 7% 10% 12% 13% 45% 
Occupations unique to processing, manufacturing and utilities 9% 2% 3% 3% 2% 2% 
Machine operators and assemblers in manufacturing, including supervisors 8% 2% 2% 3% 2% 2% — 
Labourer in processing, manufacturing and utilities 2% = = = = — = 
Total, all occupations 100% 100% 100% 100% 100% 100% 100% 


Source: Statistics Canada, Labour Force Survey, special tabulations. 


| 
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Data as of June 26, 2003 


60% 


| Chart 1: Self-employed Workers Living Outside 
| Metropolitan Areas, by Class of Worker, 2002 
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$2.0 billion. The deficit on investment income 
decreased by $1.6 billion to $5.8 billion, owing 


Total Total Incorporated, 
Employees Self-employed with Paid Help no Paid Help __ with Paid Help 


Source: Statistics Canada, Labour Force Survey, special tabulations. 


FINANCING 


State of Venture Capital Activity in 2002 


| 


aa. Canadian venture capital (VC) industry disbursed 
$2.5 billion among 677 companies in 2002, compared with 
total disbursements of $3.8 billion in 2001 (Table 5). Despite 
this decline of 35 percent in disbursements, the Canadian 


VC market continued to be less volatile than in the United 


Table 5: Canadian Venture Capital Activity, 
1998-2002 


New Investment Follow-on Investment 
($M) # of Deals ($M) # of Deals 
1998 625 424 933 550 
1999 1 077 412 oy? 571 
2000 2110 476 3 668 859 
2001 860 292 2941 676 
2002 646 264 1 820 550 


Source: Macdonald and Associates Limited, 2003. 


(continued on page 8) 
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Incorporated, Unincorporated, Unincorporated, 


: to a $1.1-billion decrease in the direct investment 
balance component. Current transfers registered 

52 a surplus of $367 million, lower than the 

© $451 million posted the previous quarter. 

In 2002, the current account surplus fell to 
$23.4 billion from $26.9 billion the previous year, 
with the goods surplus falling by $13.1 billion 

as exports fell and imports rose. Investment 
income fell from $37.3 billion in 2001 to 

$27.5 billion in 2002, while the services deficit 
edged down $61 million. 


The April Business Conditions Survey... 
indicated that manufacturers’ outlook on produc- 
tion prospects for the second quarter fell by 

21 points, the largest decline since the 31-point 
drop in January 2001. Half of manufacturers 
expected to keep their production levels 
unchanged and 19 percent expected to raise 
them; however, 82 percent stated that their work 
force would remain the same or increase. More 
producers were concerned about declining orders 


Unpaid F : 4 5 
Family and higher inventories, while most manufacturers 
Workers continued to be satisfied or optimistic. 


Employment... edged down for the second 
consecutive month in May, which recorded a 
decrease of 13 000 full-time jobs. So far in 2003, 
35 000 jobs have been created, compared with 
249 000 for the same period in 2002, not enough to keep pace 
with growth in the labour force. The unemployment rate rose by 
0.3 percentage points to 7.8 percent in May, down 0.2 points from its 
peak of 8.0 percent in December 2001. Good economic conditions 
in recent years have encouraged more Canadians to enter the labour 
force, partially offsetting the downward effect of job creation on the 
unemployment rate. In May, the labour force participation rate was 
the highest on record. 


The Consumer Price Index (CPI)... rose 3.0 percent in April, a 
lower rate than the 4.3 percent increase in March. “Core” inflation — 
which excludes the most volatile components of the overall CPI and 
indirect taxes, and which is the measure of inflation the Bank of 
Canada uses to set monetary policy — fell from 2.9 percent in 

March to 2.1 percent in April, close to the midpoint of the official 

1- to 3-percent target range. 


The Bank of Canada... left its policy rate unchanged on June 3, 
2003, based on reduced inflation and softer economic activity. This 
followed two increases totalling 50 basis points in March and April. In 
the United States, the Federal Reserve reduced the Federal Funds rate 
by 25 basis points to 1.0 percent in June, stating that the probability of 
a large decline in inflation was creating a risk of economic weakness in 
the foreseeable future. 


The Canadian dollar... which ended 2002 at US$0.63, surged to 
over US$0.74 on June 11, 2003, levels not seen since the early 1990s. 
This recovery was prompted by the weakening of U.S. currency, more 


favourable economic conditions and higher interest rates in Canada 
than in the United States, as well as rising commodity prices. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis 
Branch of Industry Canada. Please address comments to Joseph Macaluso at 


613-954-3495 or at macaluso.joseph@ic.gc.ca 
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States, where year-end capital invested totalled US$21.2 billion 
in 2002 — only half the US$41.3 billion disbursed in 2001. 


The lower level of VC activity in Canada reflected some 


significant challenges for Canadian SMEs: 


* The average size of VC investment per company fell to 
$3.6 million in 2002, compared with $5.1 million in 2001 
and $5.7 million in 2000. 


* Companies seeking VC for the first time faced increased 
difficulties as follow-on investments! represented 74 percent 
of total VC investments, a figure well above the more 
customary 60 percent. In 2002, $646 million of first- 
round VC investments were disbursed compared with 


$860 million in 2001 and $2.1 billion in 2000 (Table 5). 


On the other hand, early-stage firms? in the technology sector 
continued to attract most VC activity, accounting for $1 billion 
or 42 percent of total VC investments, which represented 

52 percent of the overall number of VC financings. While 

this level is lower than the $2.3 billion invested in 2001, there 


was a significant rise in VC disbursements in the technology 
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sector in the fourth quarter of 2002. Disbursements reached 
$754 million in the fourth quarter of 2002, 51 percent higher 
than recorded in the third quarter of 2002. 


New capital raised by VC funds declined from $4.6 billion in 
2001 to $3.2 billion in 2002. However, the capital available 
for VC investment rose to $7.4 billion in 2002 from 

$6.3 billion in 2001. Furthermore, the pool of capital under 
VC management reached $22.5 billion in 2002, compared 
with $20.2 billion in 2001. 


| Follow-on investments are supplementary rounds of financing in an existing portfolio 
firm that builds on its original financing. Follow-on investments are not necessarily made 


by the same investor. 


> : 2 és rie 
2 Early-stage firms consist mostly of start-up firms that are still in product development 


or have started initial marketing but have not yet fully started commercial production. 


RECENT 
Developments 


Strategic Plan 2003-04 to 2005-06: Industry 
Canada’s Small Business Policy Branch 


A} the end of July 2003, the three-year Strategic Plan for 
Industry Canada’s Small Business Policy Branch (SBPB) was 
released on the Small Business Research and Policy Web site. 

In addition to guiding the branch’s work for the next three fiscal 
years, SBPB’s 2003-2006 Strategic Plan sets out the business 
environment, policy framework and program context relating 
to the development and growth of Canada’s SMEs. The Agenda 
consists of two key strategies: 


* to ensure that the business and policy environment is 
conducive to growth in the following core systems of 
governance — taxation, regulation, financial marketplace, 


and business support programs and services; and 


* to provide strategic and relevant information in the policy 
areas of management skills, human resources development, 
innovation, international trade and financing for growth to 
help stakeholders develop policies that enhance competitiveness 


and encourage economic growth. 


The document can be found at 


www.strategis.gc.ca/sbstrategicplan 
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HIGH-KNOWLEDGE 
BUSINESSES USE LESS 


| PERFORMANCE 


Between the second quarter of 2002 and the 
Eon quarter of 2003, small businesses created 
more than 72 000 jobs, or 25 percent of net new 
‘obs i in the economy. 


IPhere were 2.41 million self-employed workers 
jn the second quarter of 2003, an increase of 
7 percent from the same quarter in 2002. 


Bankruptcies numbered 2312 in the second quarter 
»f 2003, a decrease of approximately 7 percent 
rom the same quarter of 2002. Over the same 
leriod, business liabilities involved in bankrupt- 


lies declined by 81 percent to approximately 
365 000 per bankrupt business. 


‘otal business loans outstanding! from 

hartered banks amounted to $97.3 billion 

a the second quarter of 2003, 1.6 percent higher 
pan in the same quarter of 2002. Business loans 
: ‘elow $500 000 accounted for 21 percent of 

{ ae total. 


‘uring 2001-2002, 11 142 loans worth 

i 15 million were granted under the Canada 

‘mall Business Financing Program. More than 
alf this amount (55 percent) was provided 

| start-up businesses. It is estimated that the 

‘ogram helped to create almost 
#300 jobs during this period. 


, 


ot including non-residential mortgages, 
| i loans, customer's liability under 


deptances ethes-business loans. 


R 
ye ax 


JAN 9 2004 


| Trends 


DEBT CAPITAL 


Tk their choice of financing products, as well as in other activities, 
businesses do their utmost to maximize value while lowering costs. 

A recently published Statistics Canada study! attempted to determine 
whether knowledge intensity, growth history and type of business activity 
(goods producer versus service provider) were significant predictors of a 
firm's financial structure. The study found that neither a firm’s growth 
history nor its activity were significant predictors of its financial structure. 
On the other hand, it found that firms in high-knowledge industries 

had a lower debt-to-equity ratio than firms in low-knowledge industries. 
On average, borrowed capital (short- and long-term) constituted 

38 percent of the financing in high-knowledge industries compared 

with 56 percent in other sectors. High-knowledge industries are those 


that primarily rely on research and development (R&D), technology 
and skilled workers. 


The study was based on a survey of 2775 SMEs that had survived their 
initial years and were in their second decade of operation.” Since only 
one Canadian firm in five survives more than 10 years, the sample had 


the advantage of providing data on businesses whose financial structure 


(continued on page 2) 


BEONTE a 


(continued from page 1) 


had been able to adapt over the years. Furthermore, 
most of these firms were very small, 75 percent of them 
employing fewer than 10 workers at the time the data 


were collected. 


Lenders generally evaluate businesses based on the value 
of assets firms can provide as collateral. It might there- 
fore be expected that businesses in the eoods-producing 
sector would have a higher debt-to-equity ratio than 
those in the services sector because they own more goods 
that could be used as collateral. However, the study did 
not confirm this hypothesis. This could be explained by 
the life cycle of the businesses studied, since the amount 
of assets provided as security might play a more impor- 
tant role in very young firms than in the more mature 


firms in this sample. 


On the other hand, the study confirmed a relationship 
between financial structure and knowledge intensity. 
Firms in high-knowledge sectors used more of their 

own capital (57 percent of the capital structure) than 
businesses in low-knowledge sectors (40 percent of the 
capital structure). There are two possible reasons for this. 


The first is that high-knowledge businesses may have 


a harder time borrowing money — a situation that 
could be explained by the lower value placed on their 
collateral, since knowledge and R&D assets may be 
considered more of a risk. The second reason is that 
such firms might be less willing to go into debt and 


therefore deliberately restrict their borrowing. 


The study also found that a firm's growth history was 
not a significant predictor of its financial structure. 
Projected growth was found to be a better predictor 
of a firm’s financial structure than its past growth. 

It seems that many firms borrow money to achieve 


their short-term growth objectives. 


The study is available at http://www.statcan.ca/english/, 
IPS/Data/11F0027MIE2003006.htm 


' Guy Gellady, Allan Riding and Stewart Thornhill, Growth History, Knowledge 
Intensity and Capital Structure in Small Firms, August 2003. 

2 Data are from the 1996 Statistics Canada Survey of Operating and Financing 
Practices. The sample comprised 2775 firms, with employees, that entered the 


economy between 1983 and 1986 and were still operating in 1996. 
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JOB Creation 


DI ata for the second quarter of 2003 from Statistics Canada’s 
Survey of Employment, Payrolls and Hours (SEPH) indicate 

that nearly 293 000 new payroll jobs were created compared 
with the second quarter of 2002. This is down 124 000 jobs 


compared with the first quarter’s year-over-year job creation. 


Table 1 shows that almost a quarter of new jobs were created 
by small firms (those with fewer than 100 employees). Most 
of the gains were made by firms with 20 or more employees. 
However, the contribution of small firms to net new job 


‘feation continued its steady decline since the fourth quarter 


of 2001. Large firms with more than 500 employees took over 
the lion’s share of job creation in this quarter, with a 58 percent 
contribution. 


Table 2 displays a breakdown of net changes in average payroll 
employment by industry and firm size. The net changes shown 
are differences between the average level of employment in the 
four quarters ending the second quarter of 2003 and the average 
level in the preceding four quarters. Almost 390 000 new jobs 


were created during this period. The largest job gains occurred 


in large firms with more than 500 employees and in small 
firms, accounting for 46 percent and 41 percent of total job 
creation respectively. The largest gains were seen in firms with 
20 to 99 employees. With the exception of the manufacturing, 


education and administration sectors, fewer jobs were found 


in the 300-499 size class. 


Forestry was the only industry to suffer overall job losses 
during this period. Three industries contributed more than 
40 percent of total job creation. These were retail trade 

(18 percent); health care and social assistance (14 percent); 
and administration, support and waste management and 
remediation services (11 percent). These industries were also 
among the top industries in which small businesses were 
expanding; they contributed 42 percent of all new jobs in 
firms with fewer than 100 employees. Other major small 
business job gains were in construction (which contributed 
16 percent of job creation in small businesses), other services 
(8 percent), wholesale trade (7 percent), and professional, 


scientific and technical services (7 percent). 


Table 1: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, 
Canada, QI 2001 to Q2 2003 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter %, yly Jobs, y/y 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
QI 2001 oof 446 733 10.1 1.0 8.1 6.0 DP 10.9 3.5 144 60.4 
Q2 2001 2.8 350 595 2.0 8.5 13.0 12.0 BD) 10.6 2.6 Ske pile 
Q3 2001 1.8 224 453 31.0 12: 17.0 I. 64.9 -().3 -0.8 -L.1 36.3 
Q4 2001 1.0 125 105 34.2 B85 34.3 137 117.5 -17.9 -37.8 =i 38.2 
Q1 2002 0.9 115 078 -6.9 28.9 41.5 36.1 GS) -7.1 -24.8 319 32.4 
Q2 2002 ily 221 503 -().7 43 36.4 BS) Wad G39) -16.0 -2.] 24.6 
Q3 2002 2.9 376 159 -0).9 15 23:7 AS) 49.5 16.5 -8.5 8.0 42.5 
Q4 2002 wi 472.965 -1.] 2.6 Tre 23.3 46.8 13.0 -2.0 11.0 42.2 
QI 2003 3.3 416 967 0.9 0.9 17.8 NOR, 39.2 13.4 Oe) 16.1 447 
Q? 2003 ep) 292 913 3.6 5) 8) M5) 24.6 13.1 44 IVES. 57.9 
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Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), September 2003. 


(continued on page 4) 


Table 2: Year-over-year Annual Net Change! in Payroll Employment by Industry and 
Firin Size, Q3 2001-Q2 2002 to Q3 2002-Q2 2003 


Total Net Change Total Net Change by Size of Firm (Number of Employees) 
Industry %, yly Jobs, yly 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 


Forestry? -15.7 -11 096 -213 S13) allisy/l -4)4 -4 57] -1 084 — — — 
Mining and oil and gas extraction 3.8 D2. 147 347 815 658 1 967 2 620 -1 778 842 2 463 
Utilities i 775 -49 8 79 270 308 900 -469 431 37 
Construction 6.1 36 080 5 aly 9 002 4755 25 059 5 187 138 DD) 5 696 ‘ 
anufacturing 1.8 37 032 384 -2946 2880 9 947 9497 Ins 8 506 20 058 7 476 
Wholesale trade 40 28 601 7 -1268 8597 4046 11382 6 021 -377 5 644 11575 
Retail trade 47 71683 1547 -4290 13525 20341 31124 17 415 -1 639 IS i: 24 783 
Transportation and warehousing 0.5 3 223 -349 660 1 802 2 097 4210 -145 -| 421 -1 566 579 
nformation and cultural industries 3 4539 138 135 469 101 843 -297 -1 918 DNS 5 912 
Finance and insurance DS) 14171 -36 -780 1 231 1819 2 235 2176 =] 7, 2099 9 837 
Real estate and rental and leasing 3.9 8517-1048 2769 3.216 3D) 8 462 159 269 427 37) 


(continued from page 3) 
Se 


Professional, scientific and technical services 2.8 17 870 -827 4677 6 275 1053 11179 -] 409 -] 293 -2 702 9 393 | 
Management of companies and enterprises® Syl 4902 -401 72 468 1 176 ISHS) -34 = — — 
Administration, support and waste 

management and remediation services 8.3 44 537 3} 2767 6426 4602 14367 7 962 2 439 10 401 19 769 
Educational services 5) 14 184 402 272 SVE 96 2 366 176 2996 Bal 8 647 
Health care and social assistance 41 53 256 445 5463 11841 4252 22000 -1 938 -835 2 7/73 34 029 
Arts, entertainment and recreation 49 11 243 107 212-1343 2 691 4 353 348 -1 002 -655 7545 Ti 
Accommodation and food services 0.2 50 ee 0peeiai354 -659 14 858 2753 Bie -4591 -1 268 265 
Other services (excluding public 

administration) 2.3 Ik 29) -607 2 804 6793 3134 12 125 2 964 -3 286 -322 -473 
Public administration 45 31886 ~—-106 120 97 -308 -197 -1 524 -] 107 -2 631 34714 


Canada Total 3.0 389751 1407 6455 74226 78687 160775 54373 -4 303 50070 178907 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), September 2003. 

| The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the second quarter of 2003 and 
the average level in the preceding four quarters. 

2 SEPH data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations, and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


‘Data for firms with 300 or more employees are suppressed because of confidentiality restrictions but are included in the size category and industry totals, 


| 
Small Business Quarterly — Vol. 5, No. 3, November 20. 


FINANCING 


’ 


Canada Small Business Financing Act — 


_ Annual Report 2001-2002 


iz]. an important segment of Canadian small and medium-sized 
enterprises (SMEs), the Canada Small Business Financing (CSBF) 
Program fills a crucial role in increasing access to financing. Many small 
businesses have indicated that the program has made the difference 
_ between operating their business or not. This cornerstone program for 
SMEs is a loan-loss sharing program by the federal government delivered 
in partnership with a network of 1700 private sector lenders. The lenders 
| make all the credit decisions for loans of up to $250 000, while the 

’ 


| government covers up to 85 percent of lenders’ losses on defaulted loans. 


|The CSBF Program is administered by Industry Canada, which publishes 
_an annual report of the program's administration. The annual report for 
the period Apri! 2001 to March 2002 was recently published. Selected 

| highlights include: 


(® Overall, 11 142 small business loans, totalling $915.1 million, 


| ___were registered by lenders under the program. The average loan size 


was $82 134. Of loans registered, 56 percent financed equipment; 
23 percent financed real property or immovables; 19 percent were 
for leasehold improvements; and 1 percent each went to purchasing 


| software and financing loan registration fees. 


le Start-ups accounted for almost half the number of registered loans 


(47 percent) and the majority of their value (55 percent). 


Four industry sectors — food and beverage services, retail trade, 
manufacturing, and transportation and warehousing — accounted 


for more than half (52 percent) of the value of loans registered. 


* Franchise businesses accounted for 16 percent of the value of loans 
registered, more than half of which (64 percent) went to franchises 


in food and beverage services. 


» According to survey results and borrower estimates, a conservative 
| estimate is that the program created two jobs for every loan registered. 
__ Based on this approximation, for all loans registered, the program is 


estimated to have created 22 284 jobs across Canada in 2001-2002. 


| 
For more information on the CSBF Program or to obtain a copy of 
to) 
‘he 2001-2002 Annual Report, please visit the program’s Web site at 
P prog 


ittp://strategis.ic.gc.ca/csbfa 
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Data as of September 23, 2003 


Canada’s real Gross Domestic Product (GDP)... decreased 

at an annualized rate of 0.3 percent in the second quarter of 2003, follow- 
ing 2.6 percent growth in the first quarter. The slowdown reflected a 
reduction in inventory investment, lower exports of services and higher 
imports. Final domestic demand rose 2.9 percent, down from 4.4 percent 
growth in the first quarter. Imports were up, since the appreciation of the 
Canadian dollar led to lower import prices. On the income side, corporate 
profits fell 28.9 percent in the second quarter, following five consecutive 
increases. Despite slow employment growth, real disposable income 

rose 3.4 percent in the second quarter compared with an increase of 

0.4 percent in the first quarter. 


Monthly GDP data... show that the economy continued to recover 
in June when real GDP at basic prices advanced 0.1 percent, following a 
0.2 percent rise in May and a 0.3 percent decline in April. April marked 
the first monthly decline in real GDP in a year and a half. Goods- 
producing industries contracted 0.5 percent in June, led by a drop of 
2.4 percent in utilities and 1.1 percent in manufacturing output. This 
was the fourth consecutive monthly decline and reflected in part the 
adverse effect of the appreciation in the Canadian dollar. On the 

other hand, the service sector gained momentum, rising 0.3 percent 

in May and 0.4 percent in June after posting no growth in April. Some 
tourism-related services rebounded in June, after declining earlier in 

the quarter. 


The economic outlook... is adversely affected by the Severe Acute 
Respiratory Syndrome (SARS) outbreak in Toronto, a single case of 
“mad cow” disease in the West, the rise in the value of the Canadian 
dollar and sputtering U.S. growth early in the year. Consequently, the 
Consensus Forecast survey in September revised Canada’s growth outlook 
for 2003 downwards, to 2.0 percent from 2.3 percent expected in July. 
Meanwhile, it revised the U.S. growth outlook upwards, to 2.6 percent 
from 2.3 percent expected in July, reflecting stronger-than-expected 
growth of 3.1 percent in the second quarter and further signs of 
improving conditions in the third quarter of 2003. 


Consumer spending... increased 2.7 percent in the second quarter, 
following an increase of 4.4 percent in the previous quarter. The slow- 
down was concentrated in non-durables and semi-durables, while 
spending on durables advanced 3.9 percent after declining 0.1 percent 
in the first quarter. Spending on furniture and household appliances was 
particularly strong in the second quarter. Spending on services, which 
grew 3.6 percent, contributed most to the overall growth. Despite a 
reduction in the outlay on travel and accommodation services, spending 
on recreation and entertainment grew 12.7 percent. 


Housing investment... and activity continued to grow in the 

second quarter, as residential investment increased 3.0 percent, after rising 
4.0 percent in the first quarter. Housing starts and building permits 
remained strong in July and August. 


Business investment in machinery and equipment 
(M&E)... rose 2.4 percent, following an increase of 8.6 percent in 
the first quarter. In 2002, M&E investment fell 3.2 percent, following 
an increase of 0.3 percent in 2001. 


Corporate profits... fell 28.9 percent (annualized) in the second 
quarter, the first decline since the fourth quarter of 2001. Profits were 
down sharply in the oil and gas extraction industry, as crude oil prices 
declined almost 20 percent. Profits also declined in manufacturing, but 
financial industries, led by strong gains in insurance company profits, 
posted gains. 


(continued on page 7) 
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Gi... unpublished data from Statistics Canada’s 


Labour Force Survey, the Small Business Policy Branch 
has derived hours-worked profiles for different catego- 
ries of workers. Profiles are presented for employees 
and for five different types of self-employed workers: 
those in incorporated businesses both with and 
without paid help, those in unincorporated businesses 
with and without paid help and unpaid family 


workers. 


As seen in Table 3, in 2002 self-employed persons 
worked more hours per week on average than 
employees. Self-employed men worked 44.8 hours 
per week, on average, compared with 38.3 hours 
for male employees; similarly, self-employed women 
worked 33.4 hours per week, more than the average 


of 32.7 for female employees. 


A higher percentage of self-employed persons worked 


more than a standard 40-hour work week than 


SELF-Employment 


employees in 2002. About 50 percent of self-employed 
men and 25 percent of self-employed women worked 
41 or more hours per week, on average, compared 
with only 16 and 5 percent of male and female 
employees respectively. For both men and women, 
self-employed persons who were unincorporated with 
paid help worked the most hours per week of all the 
employment categories, although those in incorporated 
businesses with paid help came a close second. Unpaid 
family workers put in the shortest hours, though 
unpaid male family workers worked almost as many 


hours as did male employees. 


The data on hours worked for self-employed persons 
by education level were also examined. There was 
no apparent association between hours worked and 


education level for self-employed workers. 


Table 3: Distribution of Self-employed Workers and Employees by Hours Worked per Week, 


Annual Average, 2002 


| 


Men Women | 

Self-employed Self-employed 

Incorporated Unincorporated Incorporated Unincorporated 

Usual hours Paes With No With No Unpaid Emol With No With No Unpaid 1 

worked Di Paid Paid Paid Paid Family Pores Paid Paid Paid _— Paid Family 

per week Total Total Help Help Help Help — Workers! Total Total Help Help Help Help Workers! 

1-14 3.6% 5.0% 13% 41% 15% 7.9% 19.7% 7.3% 16.3% 6.4% 13.5% 5.9% 20.6% 27 4% 

15-29 6.9% 8.1% 2.9% 7.6% 47% 12.2% 25.1% 19.1% 22.2% 15.1% 22.8% 15.2% 24.9% 27.3% | 

30-34 3.6% 6.3% 3.2% 6.6% 4.0% 8.8% = 9.5% 10.1% 9.1% 11.0% 9.7% 10.3% 11.9% | 
35-39 18.4% 6.2% 47% 6.2% 5.4% 7.3% — 30.1% 7.2% 7.9% 88% 8.0% 6.8% — 
40 51.3% 25.2% 27.1% 27.9% 22.8% 24.2% _— 29.2% 18.7% 27.7% 19.1% 22.8% 15.8% 14.4% 
41-49 8.8% 9.3% 11.0% 9.0% 10.2% 8.2% — 3.0% 6.2% 8.0% 5.9% 8.3% 5.6% — 
50 or more 7.4% 40.0% 50.0% 38.5% 51.3% 31.5% 38.2% 1.9% 19.2% 25.8% 18.8% 30.2% 16.0% 13.8% 
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 
Average 38.3 44.8 49.2 44.6 49.3 41.0 38.2 32.7 33.4 39.8 34.0 41.1 30.6 es 

Source: Statistics Canada, Labour Force Survey, special tabulations, 2003. 
' Some data for unpaid family workers are unavailable because their values were suppressed in the original source due to confidentiality restrictions. However, these values are included } 


in the total and are used to calculate average usual hours worked per week. 


a 
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BUSINESS 
Bankruptcies 


il. the second quarter of 2003, business bankruptcies 
numbered 2312, a drop of around 3 percent from 2379 in 
the previous quarter and 7 percent down from 2495 in the 


same quarter of 2002. The industries most affected were 


construction, retail trade, and accommodation and food and 
| beverage services, which respectively represented 16 percent, 
| 15 percent and 12 percent of all bankruptcies. These were 
the same sectors that posted the highest number of 


hes ; 
bankruptcies in the previous quarter. 
b 


\The total liabilities involved in bankruptcies during 

this period amounted to $845 million or approximately 
$365 000 per bankrupt business. This represents a decrease 
‘of 65 percent from approximately $1 million per bankrupt 


business in the previous quarter and 81 percent down from 


‘the same quarter of 2002. The construction industry 


accounted for 20 percent of total liabilities. 
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Data as of September 23, 2003 


(continued from page 5) 


The current account... posted its sixteenth consecutive surplus 

($5.1 billion) in the second quarter of 2003, but it was $1.8 billion lower 
than in the previous quarter. The decline in the overall surplus was led by 
deteriorating balances for the goods and investment income components. 
The merchandise trade surplus was $14.8 billion, $1.0 billion lower 

than in the previous quarter, as the value of exports fell $5.2 billion and 
imports fell $4.2 billion. The deficit on investment income increased by 
$0.6 billion to $7.1 billion, as profits earned by foreign direct investors 
in Canada rebounded, particularly in the finance and insurance sector. 


The July Business Conditions Survey... indicated that manu- 
facturers’ outlook on production prospects for the third quarter rose by 
9 points, but the level was still far lower than January's record balance. 
The survey indicated that 58 percent of manufacturers expected to keep 
their production levels unchanged and 20 percent expected to raise them, 
while 80 percent of producers stated that their work force would remain 
the same or increase. More producers were concerned about lower levels 
of unfilled orders and high finished-product inventories. Moreover, while 
many considered the combined effects of the shortage of skilled workers, 
a rising dollar and “mad cow” disease impediments to growth, most 
manufacturers continued to be satisfied or optimistic. 


Employment... edged down by 19 000 full-time jobs in August. 

This was the fourth monthly decrease in employment in the last 

five months. So far in 2003, 52 000 jobs have been created, compared 
with 398 000 for the same period in 2002. The labour force increased 
further, keeping the participation rate at a record high of 67.5 percent. 
Consequently, the unemployment rate rose by 0.2 percentage points to 
8.0 percent in August, the highest rate since December 2001. Due to the 
power blackout in Ontario, an estimated 1.3 million people missed work 
and 11.0 million hours of work were lost between August 14 and 16. 
Hours worked declined 5.9 percent, the largest decline on record. 


The Consumer Price Index (CPI)... posted a year-over-year increase 
of 2.0 percent in August, down from 2.2 percent in July and from a high 
of 4.6 percent in February. “Core” inflation, which excludes the most 
volatile components of the overall CPI and indirect taxes, and which 

is the target set for monetary policy, fell from 1.8 percent in July to 

1.5 percent in August, the smallest advance since November 2000 and 
below the midpoint of the official 1-3 percent target range. 


The Bank of Canada... reduced the overnight rate in mid-July and 
again in early September by a total of 50 basis points to 2.75 percent. 
These reductions occurred amid weakening economic conditions, caused 
in part by the SARS outbreak and concerns about “mad cow” disease, and 
falling inflation. The U.S. Federal Reserve left its federal funds rate at 

1.0 percent on September 16, to support economic recovery and guard 
against the risk of deflation. In light of these developments, the spread 
between Canadian and U.S. short-term interest rates has narrowed. 


The Canadian dollar... increased 16.5 percent from US$0.638 at 
the start of 2003 to US$0.743 on September 22. This increase reflects the 
weakening of the U.S. dollar against most major currencies, along with 
higher interest rates in Canada than in the United States, as well as rising 
commodity prices. 


NSE A I es 
The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch 


of Industry Canada. Please address comments to Joseph Macaluso at 613-954-3495 or 
at macaluso.joseph@ic.gc.ca 


RECENT Developments 


APEC Small and Medium Enterprises 
Ministerial Meeting 


Ce participated in the 10th Asia-Pacific Economic 


Cooperation Small and Medium Enterprises (APEC SME) 
Ministerial Meeting in Chiang Mai, Thailand, August 7-8, 
2003. As a founding member of APEC in 1989, Canada 
continues to make contributions to a stronger economic and 
social environment in the Asia-Pacific region. Since its first 
meeting in Osaka in 1994, APEC SME Ministers have met 
annually to discuss issues and policies that will facilitate 
SMEs transition to a liberalized trading system in the Asia- 
Pacific region. The theme for the 2003 Ministerial Meeting 


was “Strengthening the APEC Entrepreneurial Society.” 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of therecent performance of Canada’s small business sector. 
d by the Small Business Policy Branch of 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.gc.ca 


ISSN 1205-9099 
53935B 


® 10% recycled material 


Canada will host the 18th APEC SME Working Group 
Meeting, to be held in Vancouver, British Columbia, 


March 9-10, 2004, on behalf of Chile. 


Further information on APEC’s SME Ministerial Meeting and 


related activities may be obtained at www.apecsme2003.com 


Twentieth Annual Conference of the 
Canadian Council for Small Business 


and Entrepreneurship 


Th Canadian Council for Small Business and 


Entrepreneurship (CCSBE) held its 20th annual conference 
November 6-8, 2003, in Victoria, British Columbia. The 
conference theme was “Small Business and Entrepreneurship 


as Engines of Progress.” 


The conference workshops were based on CCSBE’s three 
main action areas: research, education and training, and policy 
and practice. At the conference, Industry Canada’s Small 
Business Policy Branch (SBPB) organized a workshop to 
present the results of some of its current work. These included 
an update on the progress and preliminary findings of its 
research into human resources practices and on erowth firms, 
as well as a report on the work carried out under the SBPB’s 


Financing Data Initiative. 


Further information on the CCSBE and the November con- 


ference can be found at www.ccsbe.org 
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»o PERFORMANCE 
Trends 


|Between the third quarter of 2002 and the 

third quarter of 2003, small businesses 
\(businesses with fewer than 100 employees) 
\created approximately 45 500 jobs or 36 percent 


‘of net new jobs in the Canadian economy. 


There were 2.23 million business establishments 
in June 2003, an increase of 2.5 percent from 
June 2002. 


Bankruptcies numbered 2006 in the third quarter 
of 2003, a decrease of approximately 7 percent 

from the same quarter of 2002. Over the same 
period, business liabilities involved in bankruptcies 
increased by 0.2 percent to an average of 
approximately $418 000 per bankrupt business. 


Total business loans outstanding! from 
chartered banks amounted to $92.7 billion 
in the third quarter of 2003, a decrease of 
1.3 percent from the same quarter in 2002. 
Business loans below $500 000 accounted 
for 20 percent of the total. 


The importance of foreign venture capital 


§imancing has grown dramatically 


over the last seven years, from 

41 

§ percent of investments in 
anada in 1996 to more than 


26 percent in 2002. 


Not including non-residential mortgages, 
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GROWTH FIRMS 
IN CANADA 


Small businesses: an 
important engine of growth 


Mocoscs Canada’s Small Business Policy Branch is undertaking a study 
of growth firms using a new database! from Statistics Canada. This database 
contains firm-level data on Canadian employer firms? and was used to 


investigate which firms were responsible for employment creation between 


1985 and 1999. 


Excluding start-ups, approximately 728 000 firms operated in 1985; of those, 
only 199 000 firms (27 percent) continued to operate in 1999. Based on 

job growth between 1985 and 1989, these 199 000 firms were categorized 

as either hyper growth (those that grew more than 150 percent over these 
four years), strong growth (growth between 50 and 150 percent), slow growth 
(positive growth but less than 50 percent) or declining (negative growth). 
Some 48 000 firms were classified as either hyper or strong growth firms, 

just 7 percent of all private sector firms in 1985. Each type of firm was then 
traced between 1985 and 1999 to investigate which firms contributed to 
employment growth, whether certain industries or regions were primarily 
responsible for growth, how firms fared through the business cycle and 


how many small firms grew into larger firms. 


(continued on page 2) 
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The 199 000 businesses that existed in both 1985 and 
1999 created almost 498 000 net jobs over the period. 
The contribution to net employment creation by the hyper 
and strong growth enterprises among these continuing 
firms is remarkable, particularly on the part of small 
businesses (businesses with fewer than 100 employees 

in 1985). As seen in Table 1, hyper and strong growth 
firms created 974 000 jobs over these 14 years. More than 
47 000 of these firms were small businesses. They created 
612 000 jobs, accounting for 123 percent of the jobs 
created in all continuing firms. Of these hyper and 

strong growth small businesses, almost 3500 were micro 
businesses (businesses with fewer than five employees in 
1985) that created 155 000 jobs or 31 percent of all jobs 
created by continuing firms between 1985 and 1999. 

The actual weight of very small firms is likely misstated 
because the smaller the firm, the greater the likelihood 

that owner—operators are not included in the employee 


count available in this database. 


Looking at all growth categories together, small firms 
contributed greatly to employment growth over this 
period with net job creation of 661 000. Of these jobs, 
167 000 were created by micro businesses. Medium-sized 
businesses (those with between 100 and 499 employees) 


created 184 000 jobs, while large businesses (those with 


(continued from page 1) 


500 or more employees) shed 348 000 jobs over this 
period. 


An important related result is the number of firms that 
grew in size. Among micro hyper and strong growth firms, 
62 percent were still a micro business in 1999, but one third 
had moved to the 5-19 employees category and a further 
4 percent had between 20 and 49 employees in 1999. 
Larger small hyper and strong growth businesses exhibited 
even more movement as 51 percent of firms that had 


20-49 employees in 1985 moved to a higher size class. 


This work shows that high growth is limited to a relatively 
small number of firms that are responsible for the majority 
of job creation. It is also abundantly clear that small busi- 

ness is an important engine of growth. Among all continu- 
ing firms, small businesses more than offset the employment 


declines of large businesses over this period. 


More information on the database and further results 
are available in Growth Firms Project: Key Findings at 
http://strategis.ic.gc.ca/sbresearch/growthfirms/highlights 


| This database links data from the Longitudinal Employment Analysis Program 
(LEAP) and the Small Area File (SAF) and is known as “LEAP/SAF.” 
2 Employer firms are enterprises that have a payroll account with the Canada 


Customs and Revenue Agency. 


Table 1: Number of Continuing Businesses, Net Employment Creation and Percentage 


Contribution by Growth Category and Size of Firm, Canada, 1985-1999 


% of Net Jobs Created 
Number of Businesses % of Total Number of Net Jobs Created by by Continuing 
Size of Firms (1985) Continuing Businesses Continuing Businesses Businesses 
Hyper and Strong Growth 0-99 47 302 23.8 612 243 123.0 
<5 3 458 Le 155 125 uly 
100-499 592 0.3 181 461 36.5 
500+ 111 0.1 180 717 36.3 
All Firms 48 005 24.1 974 421 195.8 
Slow Growth and Declining 0-99 146 299 73.6 49 098 98) 
<5 16 264 8.2 11 948 24 
100-499 3 638 18 2514 0.5 
500+ 935 0.5 -528 408 -106.2 
All Firms 150 872 15) -476 796 -95.8 
All Continuing Firms 0-99 193 601 97.3 661 341 132.9 
=) 19 722 9) 167 073 33.6 
100-499 4 230 2.1 183 975 37.0 
500+ 1 046 0.5 347 691 69.9 
All Firms 198 877 100.0 497 625 100.0 | 


Source: Industry Canada, Small Business Policy Branch, Growth Firms Project: Key Findings, September 2003, based on Statistics Canada data. 


| 
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| 


New Report on Foreign Venture Capital 
in Canada 


new study! carried out by PricewaterhouseCoopers LLP 


in partnership with Industry Canada indicates that, over the 


last seven years, foreign venture capitalists have been the fastest- 
growing source of venture capital in Canada. The study is based 
on 35 interviews with individuals involved in the venture capital 
_industry and was designed to provide a profile of the issues 
surrounding foreign venture capital investment. The report, 
Supported by statistical data provided by Macdonald & Associates 
Ltd., underlines the recent performance of foreign venture capital 


firms in Canada, notably: 


* The importance of foreign venture capital investments has 

| grown dramatically over the last seven years, from 3 percent 
___ of total venture capital investments in Canada in 1996 to 

| more than 26 percent in 2002 (see Chart 1 for an overview 
\ 

[ 

| 


of venture capital invested in Canada over the past 7 years). 


¢ Foreign venture capital investments are a key source of 


financing for larger deals (35 percent 


In addition, the report underlines the role of governments in 
fostering a favourable investment environment to attract foreign 
venture capital to Canada and makes recommendations to 


governments: 

* Reform tax policy, mainly in the area of foreign property 
classification and capital gains taxes. 

¢ Fund/coordinate university research. 

* Market to foreign venture capitalists. 

* Facilitate the building of management capability. 

¢ Invest strategically on a cluster basis. 

* Limit government influence on investment decisions. 

* Buy from Canadian start-ups. 


For more information on this report, please contact Anthony 


Haddad at (613) 946-2549 or Christine Soucy at (418) 648-4848. 


' PricewaterhouseCoopers LLP, Foreign Venture Capital Investment in Canada: A Profile of 


Foreign Investors and Domestic Investees, report prepared for Industry Canada, October 2003. 


| 
| _of investments over $5 million). 
| 


,¢ Investments are highly concentrated 


in Ontario and in the information 


; Chart 1: Venture Capital Invested in 
BE ci cclog? sectos Canada by Type of Investor, 1996-2002 


* Foreign venture capital focusses on 
later-stage rather than early-stage 


financing, 


‘The study makes recommendations 


‘to Canadian firms looking for foreign 


\venture capital financing: 
| 


Build a strong management team. 


© Have a presence in the United States. 


Billions of Dollars 


Leverage domestic venture capitalists. 


Go directly to foreign venture 
capitalists, but with a referral. 


Be polished and strong on marketing. ie 


| 
[Small Business Quarterly — Vol. 5, No. 4, February 2004 


Source: PricewaterhouseCoopers, based on data provided by Macdonald & Associates Ltd. 
Note: Types of investors included in “Other” are corporate, government, institutional and other investors. 


—¢— Foreign 


= Private | 
independent 


| 
Labour- | 
—#— sponsored 


| funds 
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1998 1999 


Year 


2000 2001 2002 


BUSINESS Establishments 


A= to Statistics Canada’s Business Register, or 31 000 business establishments, employed 
there were nearly 2 229 000 business establishments in 50-99 employees. 


Canada in June 2003, an increase of 2.5 percent from ; ; 
J ; ; P : More than one third of small business establishments 

June 2002. Over this period, the number of businesses : ; 
: f 5 : , (establishments with fewer than 100 employees) 
in the indeterminate category (businesses without oe : ; 
: : were active in one of the following three sectors: retail 

employees) increased by 50 000 or 4.4 percent, while ; ap ate t : 
; ; trade; professional, scientific and technical services; 

employer businesses increased by 5000 or 0.5 percent. 


Table 2 provides the June 2003 breakdown of business 


establishments by number of employees and industry. 


or construction. Among micro employer businesses 
(1-4 employees), more than one third were found in 


professional, scientific and technical services; con- 


In June 2003, businesses with fewer than 100 employees struction; or other services. Medium-sized businesses 
accounted for almost 98 percent of employer establish- (100-499 employees) were most heavily concentrated 
ments. Of these, 58 percent had fewer than 5 employees, in manufacturing (21 percent) and retail trade 

39 percent had 5-49 employees and only 3 percent, (13 percent). 


Table 2: Business Establishments by Size of Employment and Industry, June 2003 


Employer Businesses 


Distribution 
Number of Employees (%) 

Industry Grand Total Indeterminate! Total 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 
Agriculture, Forestry, Fishing 

and Hunting 196 371 135 534 60837 45541 VS) 0 We) 20D) 603 DD) 63 8 59) 1.3 
Mining and Oil and Gas Extraction 5 433 7 394 8039 4702 1 054 871 TS 341 176 126 54 0.8 14 
Utilities 1 932 747 1 185 519 201 144 137 65 40 42 of 0.1 0,4 
Construction 250 288 139 174 111114 71221 17604 10991 7585 2433 901 315 halle! Duh 
Manufacturing 104 704 40 937 63767 27 145 9774 8551 8647 4683 2918 1 604 445 Sey ee ellis) 
Wholesale Trade 122 805 57 093 65712 32445 12597 9695 7435 2239 928 311 62 6.3 5.8 
Retail Trade 220 505 88 451 132054 58517 32779 21475 12215 4135 2035 785 Ws 1G 1.3) 
Transportation and Warehousing 106 614 60 622 45992 30885 5821 4045 3084 1183 530 315 129 44 40 
Information and Cultural Industries 30 438 16 589 13849 7202 2084 1681 1662 640 309 191 80 ih a 
Finance and Insurance 104 940 69 956 34984 17799 5692 4647 4821 1095 530 246 154 32) 3.6 
Real Estate and Rental and Leasing 163 059 123 243 39 816 24976 6495 4076 2862 971 292 104 Al) 3.8 19 
Professional, Scientific and 

Technical Services 293 182 179 027 MASS JOUD iP SB GAS wy 811 358 108 11.0 De) 

anagement of Companies and 

Enterprises 74 378 57 093 17285 10196 2 626 1876 1564 630 DD 72 49 ey) 1.6 
Administrative and Support, 

Waste Management and 

Remediation Services 102 735 55 404 47 331 27 382 HSS) SEB SVGBE) i oyhi 700 362 129 45 5.0 | 
Educational Services 20 104 8 610 11494 5867 1882 1411 1040 400 251 215 430 1.0 ay) a 
Health Care and Social Assistance 93 512 11515 S997 4G 547 10. 23355. oD ae 21028 1 236 811 392 7.8 6 | 
Arts, Entertainment and Recreation 40 667 22 614 R03} = SSP 3175 2264 1636 589 285 134 43 1.7 2.0 | 
Accommodation and Food Services 112 845 37 870 74975 28082 14886 14326 11843 4250 1194 321 13 12 7.1 1 
Other Services (Excluding Public | 

Administration) 166 239 69 513 96726 64820 17271 8798 4221 1036 406 15) 39 9.4 Dy 
Public Administration 7 821 54 7767 2328 1690 1020 1083 577 407 338 324 0.7 3D | 
Total All Industries 2 228 572 1 181 440 1 047 132 596043 182892 124417 88444 31284 14433 6846 2773 100.0 100.0 i 


Source: Statistics Canada, Business Register, June 2003. 
The indeterminate category consists of incorporated or unincorporated businesses without employees. The Business Register classifies a business as indeterminate” when it cannot 


be determined through payroll data that the firm has paid employees. The firm may, however, have a work force of contract workers, family members and/or its owners. 
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BUSINESS 
Bankruptcies 


Bi usiness bankruptcies numbered 2006 in the third quarter of 
2003, a drop of 13 percent from the previous quarter (2312) and 
7 percent from the same quarter of 2002 (2151). The industries 


most affected were retail trade (17 percent of total bankruptcies), 


Data as of December 23, 2003 


Canada’s real Gross Domestic Product (GDP)... increased 

1.1 percent! in the third quarter of 2003, following a 0.7-percent drop in 
the second quarter. The dampening effect of a depletion of inventories was 
partly offset by a sharp reduction in imports. Final domestic demand, led by 
consumer spending and business investment, rose 5.7 percent, up from the 
4.3-percent growth in the second quarter. Real exports fell (0.9 percent) for 
the fourth consecutive quarter, but at a slower pace. However, net exports 


made a small contribution to growth as real imports fell 2.1 percent. On 
the income side, corporate profits resumed growth while disposable income 
continued to post healthy growth (3.1 percent). 


construction (17 percent), and accommodation and food services 
(11 percent). Retail trade and accommodation and food services 


have had the highest bankruptcy rate for the last two years. Monthly GDP data... show that the economy is On the mend: os 14) 


GDP at basic prices edged up 0.2 percent in October following a jump of 
1.1 percent in September. Real GDP was 2.8 percent above its third-quarter 
levels, pointing to an acceleration of growth in the fourth quarter. Goods- 
producing industries edged up 0.1 percent in October following a surge 

of 1.7 percent in September, owing to gains by utilities, construction and 
manufacturing. The service sector advanced 0.2 percent in October, after 

an increase of 0.8 percent in September. The gains in the service sector were 
led by accommodation and food services; arts, entertainment and recreation; 
wholesale and retail trade; and education services. 


In the third quarter of 2003, the liabilities involved in bankruptcies 
amounted to $838 million or approximately $418 000 per bankrupt 
business, virtually the same average as in the previous quarter 

and the same quarter in 2002. The manufacturing industry alone 


accounted for almost 30 percent of these liabilities. 


The economic outlook... is for improving economic conditions in 
Canada, helped by sustained recovery in the United States. The December 
Consensus Forecast calls for growth to strengthen to over 5 percent in the 
fourth quarter of 2003 and to average 3 percent in 2004. Nonetheless, in 
the December survey, growth for 2003 was revised down to 1.7 percent, from 
2.0 percent a month earlier, largely reflecting downward revisions to data 
for the first half of 2003. In the meantime, the U.S. growth outlook was 
revised up to 3.1 percent in 2003, from 2.9 percent a month earlier, and 
to 4.4 percent for 2004. The dampening effects of the rise in the Canadian 
dollar on Canadian exports are expected to be counterbalanced by strength 
in U.S. demand. 


JOB Creation 


1D)... for the third quarter of 2003 from Statistics Canada’s 
Survey of Employment, Payrolls and Hours (SEPH) indicate that 
more than 126 000 new payroll jobs were created compared with Consumer spending... increased 5.1 percent in the third quarter, 
following an increase of 3.8 percent in the previous quarter. Increases in 
spending were widespread across the goods and services sectors, led by 

17.0 percent higher spending on durable goods. Purchases of new and 

used vehicles accounted for one third of the increase in consumer spending, 
while buoyant housing activity boosted purchases of household items and 
electronics. Spending also rose on services (4.3 percent), semi-durables 

(3.5 percent) and non-durables (0.9 percent). 


the third quarter of 2002. Table 3 shows that more than a third 
of the new jobs were created in small firms (those with fewer 
lthan 100 employees). Their contribution to job creation was 
larger than that of both medium-sized and large firms. 


Table 4 shows, using four-quarter averages over the most recent i eek ee 
Residential investment... increased 18.2 percent, after rising 


5.1 percent in the second quarter of 2003. The housing sector continues 
to be strong, despite some moderation in recent months. Year-to-date housing 
starts are 6.5 percent higher than in the corresponding period last year. 


two years, how the year-over-year change in employment by size 
‘of firm varied across the provinces and territories. Job growth 
rates were the highest in Nunavut (8.3 percent), the Northwest 


Business investment in machinery and equipment 
(M&E)... jumped 18.8 percent, following an increase of 2.3 percent in 
the second quarter. The decline in M&E prices, in part associated with the 
appreciation of the Canadian dollar, together with rising profits, underpin 
the recovery in investment. 


Territories (7.5 percent) and Prince Edward Island (7.3 percent). 
Firms with fewer than 20 employees had the weakest growth in 
payroll employment in most provinces and territories. In contrast, 
ithe strongest growth was seen in firms with between 20 and 
Corporate profits... rose 21.2 percent in the third quarter, after drop- 
ping 34.8 percent in the second quarter. Manufacturers and retailers benefited 
from stronger sales, and higher commodity prices increased mining profits. 
Corporate profits have increased in six of the past seven quarters. Over the 


first three quarters of 2003 they were 11.1 percent higher than in the same 
period of 2002. 


99 employees. Growth rates in the medium-sized categories 
varied considerably, for example, 4.7 percent for firms in 
the 100-299 group in Quebec and -0.7 percent for the 
300-499 group in Ontario. The largest firms again grew 
ifairly uniformly, except in Manitoba and British Columbia 


. 1 a -. 7 " i7e 
where their growth rate was well below average. All quarterly growth rates are annualized. 
§ g 


(continued on page 6) 


(continued on page 7) 
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(continued from page 5) 


Table 3: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, 
Canada, QI 2001 to Q3 2003 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter %, yly Jobs, yly 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
QI 2001 Sh 446 733 10.1 1.0 8.1 6.0 SD) 10.9 3.5 14.4 60.4 
Q2 2001 2.8 350 595 2.0) 8.5 13.0 12.0 Bp) 10.6 2.6 Is? 51.3 
Q3 2001 1.8 224 453 31.0 i? 17.0 Sif 64.9 -0.3 -0.8 -I,] 36.3 
Q4 2001 1.0 125 105 34.2 3D) 34.3 iB 117.5 -17.9 -37.8 55.7 38.2 
Qi 2002 0.9 115 078 -6.9 28.9 41.5 36.1 GB)5) nll -24.8 ly) 32.4 
Q2 2002 ley 221 503 -0.7 43 36.4 37.5 TID 13.9 -16.0 2.1 24.6 
Q3 2002 DS 376 159 -0.9 15 Dou, M5) 49.5 16.5 -8.5 8.0 42.5 
Q4 2002 ays 472 965 -l.l 2.6 WA MO) 46.8 13.0 -2.0 11.0 42.2 
QI 2003 3.3 416 967 0.9 0.9 17.8 LOW 39.2 13.4 lh 16.1 447 
Q2 2003 2.2 292 913 3.6 15 9.9 95 24.6 Wht 44 IHD) Sys 
Q3 2003 1.0 126 133 9) Dy) 15.5 16.2 36.1 18.9 11.8 30.7 33m 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours 


Total Net Change 


Table 4: Year-over-year Annual Net Change! in Payroll Employment’ by Province and Territory 
and Firm Size, Four-quarter Averages, Q4 2001 to Q3 2003 


Growth Rates by Size of Firm and Province (Number of Employees) 


0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Jobs, y/y %, yly (%) (%) (%) (%) (%) (%) (%) (%) (%) 
Newfoundland 6 588 Bul ll 0.7 8.1 1.6 AY 16,9 -28.0 0.1 8) 
Prince Edward Island 4211 TS: 3.3 0.5 44 24 13 21.4 44.2 27.1 7.0 
Nova Scotia 13 853 3.8 -24 0.5 5.3 Di I. 74 25.0 11.3 3.4 
ew Brunswick 6 582 DD =) -0,2 4] 0.1 0.5 0.7 5.0 1h.) 3.8 
Quebec 85 110 2.8 0.2 0.2 1.5 Shall le 47 1.6 3.8 3.6 
Ontario 103 800 Mal 0.5 -0.1 44 43 2? 1.8 Ai) LM 23 
Manitoba 11 079 Dy) 183 Dil 8.5 12 3.5 2.6 9.8 4.6 0.3 
Saskatchewan 15 120 4] i -0.6 5.6 6.9 2.8 2.0 -1.0 Weal 6.4 
Alberta 46 146 38 1.4 0.7 5.4 8.2 35) 4.6 2.6 4.0 2) 
British Columbia 31 882 2.0 Lp) 2 4] 7.4 Syl 0.8 2.6 13 1.0 | 
Yukon? 523 3.4 Sy -1.0 3.7 7.8 0.9 59.9 _ — _— { 
Northwest Territories? 1524 ED 0.2 2.9 24 24.6 37 mg] = fe = 
Nunavut? 827 8.3 4.5 3.2 20.9 23.0 10.8 Sik — — — 
| 
Canada Total 327 245 2.5 0.6 0.2 4.0 55 24 3.1 13 2.6 Phi 


the average level in the preceding four quarters. 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), December 2003. 


> Data for firms with 300 or more employees in the territories are suppressed owing to confidentiality restric 


! The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the third quarter of 2003 and 


2 SEPH data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


tions but are included in the size category and territorial totals. 
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SELF-Employment 
recent Statistics Canada study demonstrates that measuring 


productivity, particularly of the self-employed, requires careful 
interpretation. The study examined the different impacts on labour 
productivity of self-employment in the United States and Canada.! 
Labour productivity was measured as Gross Domestic Product (GDP) 
at basic prices per worker or per hour worked. Self-employment was 
defined as only the unincorporated self-employed. In Canada, the latter 
represents roughly two thirds of all workers who declare themselves 


self-employed. 


fh both countries, between 1988 and 1998, self-employed earnings 

of the unincorporated sector remained constant as a proportion of 
business sector GDP. However, in Canada the proportion of jobs and 
hours worked accounted for by the unincorporated self-employed rose 
between 1988 and 1998, whereas in the United States their share of 
jobs and hours fell. The authors calculate that the unincorporated 
self-employed reduced business sector real productivity growth per hour 
| in Canada by 2.3 percentage points, whereas in the United States 

the self-employed pulled up business sector productivity growth by 
3.2 percentage points. When the unincorporated self-employed are 
removed from the business sector, the Canada—U.S. gap in cumulative 
growth of real GDP per hour worked that has persisted over the 1990s 


virtually disappears. 


Translating the results into GDP per job, it would be too simplistic to 
conclude that the self-employed are less productive — productivity is 
influenced by a host of factors. Rather, the authors point out that in 
‘Canada, which experienced higher unemployment during the period, 
many of the self-employed were less than fully employed and therefore 
had lower incomes. Consequently, the Canadian productivity measure 
actually captures something more akin to output per available worker, 
whereas the U.S. data reflect GDP per utilized worker. The study implies 
that productivity statistics can be deceiving if qualitative differences in 
similarly named concepts are not recognized. The study also revealed 
that the meaning of productivity measures can actually change in 


recessions compared with expansions. 


‘The study is available at 


http://www.statcan.ca/english/IPS/Data/11F0027MIE2003016.htm 


John Baldwin and James Chowhan, Statistics Canada, The Impact of Self-employment on 


Labour-productivity Growth: A Canada and United States Comparison, August 2003. 
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Data as of December 23, 2003 


(continued from page 5) 


The current account... posted its 17th consecutive surplus ($7.3 billion) 
in the third quarter of 2003, $2.3 billion higher than in the previous quarter. 
The merchandise trade surplus rose by $1.8 billion to $15.5 billion, largely 
reflecting a decline in imports. The deficit on investment income decreased 
$0.2 billion to $5.5 billion and the deficit on services decreased by a similar 
amount to $2.7 billion. 


The October Business Conditions Survey... indicated an 
improvement in manufacturers’ outlook on production prospects for 

the fourth quarter. Fifty percent of manufacturers expected to keep their 
production levels unchanged and 34 percent expected to raise them. 
Eighty-six percent of producers stated that their work force would remain 
the same or increase. Seventy-five percent of manufacturers reported no 
production impediments, despite any shortages of skilled workers and the 
combined effects of a rising dollar and mad cow disease. 


Employment... rose by 54 000 in November, bringing total job creation 
since August to 166 000 (mostly full-time jobs), compared with 115 000 jobs 
over the same period in 2002. In 2003, 218 000 jobs were created over the 
January to November period. The unemployment rate fell to 7.5 percent from 
8.0 percent in September. In November, the Participation rate (67.6 percent) 
remained at a record high. 


Labour productivity in the business sector... increased 

2.9 percent in the third quarter, marking the strongest quarterly gain in 
more than a year. This was largely owing to a decrease in hours worked, 

as production experienced a slight increase. In the meantime, U.S. business 
productivity growth rose from 7.4 percent in the second quarter to 

8.7 percent in the third. These developments together with the rising 
Canadian dollar have led Canadian unit labour costs, relative to their 

U.S. counterparts (measured in the same currency), to rise significantly 


in 2003. 


The Consumer Price Index (CPI)... posted a year-over-year increase 
of 1.6 percent in November, matching the increase in October and the 
smallest monthly advance since June 2002. “Core” inflation, which excludes 
the most volatile components of the overall CPI. and indirect taxes, rose 
slightly to 1.8 percent in November, but remained below the midpoint 

of the official 1-3 percent target range. 


The Bank of Canada... held the overnight rate steady at 2.75 percent 
on December 2. Recent developments showed evidence of underlying 
strength in the economy, but at the same time core inflation remained below 
target. The U.S. Federal Reserve left its federal funds rate at 1.0 percent on 
December 9. With the slack economy and low inflation, an accommodative 
monetary stance could be retained for a while. 


The Canadian dollar... continued to strengthen in recent months, 
rising to a 10-year high of U.S.$0.7704 on December 2 (closing rate). Since 
then, the Canadian dollar has retreated somewhat as a result of favourable 
U.S. economic developments, closing at U.S.$0.7553 on December 23. 
Since the beginning of 2003, the Canadian dollar has risen nearly 20 percent 
against the U.S. dollar, reflecting higher Canadian interest rates, rising 
commodity prices and the weakness of the U.S. dollar vis-a-vis all major 
currencies, partly because of large U.S. current account and fiscal deficits. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch 
of Industry Canada. Please address comments to Joseph Macaluso at (613) 954-3495 


or at macaluso.joseph@ic.gc.ca 


RECENT Developments 


APEC Small and Medium Enterprises 
Working Group Meeting, Vancouver 


© n behalf of Chile, lead economy for Asia-Pacific 
Economic Cooperation (APEC) in 2004, Industry Canada 
will host the 18th Meeting of the APEC Small and Medium 
Enterprises (SME) Working Group and the second meeting 
of the Sub-group on Micro-enterprises, March 8-10, 2004, 
in Vancouver, British Columbia. Industry Canada has played 
an active role in APEC’s SME Working Group since its incep- 
tion as a policy analysis group in 1995. APEC SME meetings 
aim to exchange information on barriers to SME and micro- 
enterprise development in the Asia-Pacific region. Under 

the central theme for APEC 2004, “One Community, 


Our Future” are the following sub-themes: 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
ished*by the Small Business Policy Branch of 


to the editor: 


-mail: payant.annie@ic.gc.ca __ 

Small Business Policy Branch 

Industry Canada 

235 Queen Street 

~ Ottawa ON: K1A 0H5 
: (613) 941-7628. 

‘ax; (613) 954-5492 
~ Web site: www.strategis.gc.ca/sbresearch 
Permission to Reproduce. Exceptas otherwise specifically noted, the information in 
this publication may be reproduced, in’ part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 


represented as an official version of the information reproduced, nor as having 
been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.ge.ca 


ISSN 1205-9099 
53936B 


c 3) 10% recycled material 


¢ A Commitment to Development Through Trade 
¢ Sharing Benefits Through Better Practices 

¢ Skills for the Coming Challenges 

¢ Opportunities for Entrepreneurial Growth 

¢ Growth and Stability: Keys for APEC Integration 
¢ Commitment to Sustainable Growth 


¢ Experiencing Our Diversity 


Further information on APEC’s agenda for 2004 may be 
obtained at www.apec2004.cl/ 


Second OECD Ministerial Conference on 


Small and Medium-sized Enterprises 


mall and medium-sized enterprises (SMEs) account 

for more than 95 percent of enterprises and 60—70 percent 
of employment in countries that belong to the Organisation 
for Economic Cooperation and Development (OECD). 
For these reasons, governments continue to recognize the 


important contribution SMEs make to economic growth. 


In acknowledgement of this, the OECD and the Turkish 
government are organizing an OECD conference for ministers 
responsible for SMEs, which will be held June 3-5, 2004, 

in Istanbul, Turkey. The conference, entitled “Promoting 
Entrepreneurship and Innovative SMEs in a Global Economy,” 


is the second OECD conference at the ministerial level on 


the topic of SMEs. 


The conference will present ministers with the opportunity 
to discuss issues critical to promoting entrepreneurship 

and SME growth, such as financing, e-business, clusters 
and partnerships. It is hoped that these discussions will 
help member countries create a sound policy-making 


environment for SMEs. 


Conclusions from the conference will be presented in the 
“Istanbul Ministerial Declaration,” which will include a 
set of guidelines for good SME and entrepreneurship 
policy practice. 


More information on the conference is available at 


http://www.oecd-istanbul.sme2004.org 
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PERFORMANCE MANAGEMENT 
Trends COMPETENCIES 
Jrveen the fourth quarter of 2002 and thefourhqar «=©6@ AND COMPANY 


f 2003, small businesses (businesses with fewer than 


00 employees) created approximately 35 500 jobs Pp E R [F O R M A N C E . 


tr almost 40 percent of net new jobs in the 


Janadian economy. A Pi lo Lt Sy Uu dy 


setween 1993 and 2003, the number of female 


elf-employed workers increased by an average M 
f2.3 percent per year, while the number of male anagement Competencies and SME Performance Criteria: A Pilot 


elfemployed workers increased by an average of 
-5 percent per year. 


Study, by Dr. Barbara Orser and Dr. Allan Riding, reports on two relatively 


! meh unexplored aspects of firm performance: management competencies and 
here were 2141 bankruptcies in the fourth quarter of 


003, very similar to the number in the same quarter the owners’ perceptions of success. The study also piloted a management 
; 

f 2002. Between the fourth quarter of 2002 and competency index, which measures the nature and diversity of owners’ 
1e fourth quarter of 2003, liabilities involved in 
ankruptcies dropped by 23 percent to an average 
F approximately $307 000 per bankrupt business. 


managerial skills and their relationship to firm performance. The study 


was based on a survey of 326 small business owners in Western Canada. 


otal business loans outstanding! from chartered banks The study explores the links between firm performance and owners’ 
nounted to $89.1 billion in the fourth quarter of 2003, 


: management skills and perceptions of success while controlling for such 
decrease of 4.5 percent from the same quarter in 


: variables as growth plans, the age of the owner, sector, the age of the firm, 
002. Business loans of less than $500 000 accounted 5 E 8 8 
24 percent of the total. the gender of the owner and previous participation in business training. 


ll types and sizes of U.S. institutions participate 
ithe market of private equity. By contrast, ae eh 
aly Canadian public sector pension funds and It examines the differences in success criteria between employer and non- 

anadian institutions managing over $5 billion are employer businesses and finds success has four underlying dimensions: market 
milarly active. 


The study provides new insight into the growth of Canadian small firms. 


acceptance, self-fulfillment, personal welfare and financial performance. 


Not including non-residential mortgages, 
ficultural loans and customer’s liability 


_ NTENTS 


OCRCTCALLON nea TITRA Tees 3 TO Ress nS eee 
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Recent Developments...... 


The study finds that firm growth is directly associated 
with the diversity of management experience and the 
owners’ growth plans. These two factors underlie all 
other attributes of the owner and the firm that are 
usually associated with firm growth. Specifically, the 
report confirms that firms with owners who seek 
growth perform significantly better than firms with 


owners who do not. 


A surprisingly high proportion of business owners 
responded “not applicable” when asked to consider 
their experience in management activities such as 
adopting new technology or electronic commerce, 
performing market research or financial analysis, or 
making use of industry information (see Table 1). 
It would appear that many business owners have 
different priorities and are comfortable operating 


in traditional ways. 


Table 1: Relative Frequency of “Not Applicable” 


Responses on Management Experience Scales 


(continued from page 1) 


Although the study relied on a small sample that 
does not fully represent Canadian SMEs, it points 
the way to future research in this area. The Small 
Business Policy Branch intends to determine stake- 
holder interest in a national survey on management 
skills and performance, as well as the feasibility of 


developing an on-line diagnostic tool based on the 


survey results. 


The executive summary of Management Competencies 
and SME Performance Criteria: A Pilot Study is 


available on the Small Business Research and Policy 


Web site at http://www.strategis.gc.ca/sbresearch/orser 


Ee 


Non-employers Employers 
Scale (%) (%) Total! 
Electronic commerce 53.9 39.0 142 
Adopting new technology 54.9 DORI 121 
Accessing industry information 30.4 17.0 69 
Financial analysis 28.4 14.8 62 
Using market research 28.4 14.8 62 
Software skills DS) 3.5 58 
Accessing fields of knowledge 26.5 13.0 56 
On-line communications NSS 13.0 55 
Industry standards 19.6 14.8 53 
Operations management 28.4 8.5 48 
New product development 19.6 12.1 47 
Delegating 36.3 1.8 4] 
Sources of capital Dy) 10.8 37 
People management 29,4 1.8 34 
Financial reporting 7.8 10.3 3] 
Project management >) 10.8 30 
Promotion and advertising 9.8 49 al 
Professional networks 98 Dee 15 
Small business regulation 1.0 ysil 8 
Personal career management 1.0 Dyk rh 
Business plans 18) 3 6 
Pricing 3.9 0.9 6 
Small business management 0.0 0.4 ] 
Personal time management 0.0 0.4 1 
Supplier-client relationships 0.0 0.0 0 


http://www.strategis.gc.ca/sbresearch/orser 


Source: Barbara Orser and Allan Riding, Management Competencies and SME Performance Criteria: A Pilot Study, 2003, 


' Total of “Not Applicable” responses. A total of 326 owners responded to the survey. 
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JOB Creation 


ata for the fourth quarter of 2003 from Statistics Canada’s 


bi 


U 


urvey of Employment, Payrolls and Hours (SEPH) indicate that 


nearly 89 000 new payroll jobs were created compared with 
the fourth quarter of 2002. This is down almost 45 000 jobs 
compared with the third quarter’s year-over-year job creation. 


Table 2 shows that nearly 40 percent of new jobs were created 


n small firms (those with fewer than 100 employees), which 


(47 percent of total job creation) and firms with between 20 and 
99 employees (31 percent). Firms with 5 to 19 employees suffered 
more than 5000 net job losses. 


Three industries contributed to nearly 60 percent of total job 
creation: health care and social assistance (21 percent of total 


job creation), retail trade (20 percent), and public administra- 


ion (17 t). The maj Il business job gai 
ntributed more to job creation than did both medium-sized HOR Sas aed cee job slnsyercsin 


: the following industries: construction (27 percent), health care 
id large firms. 


| and social assistance (19 percent), and retail trade (18 percent). 


Th ble 3 breaks down net changes in average payroll employment 
dy industry and firm size between 2002 and 2003. Close to 


The accommodation and food services, forestry, manufacturing, 


and transportation and warehousing industries suffered job 
234 000 new jobs were created in 2003, with the largest losses during this period. 


ob gains occurring in firms with more than 500 employees 


QI 2001 to Q4 2003 


| Table 2: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, Canada, 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 

— Quarter %, yly Jobs, y/y 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
QI 2001 3.7 445 716 10.2 13 8.2 6.1 258 11.4 3.6 15.0 59.2 
| — Q2 2001 2.8 344 534 2.0 8.8 133 12.1 36.2 11.0 27 13.7 50.1 
B 3 2001 18 220 349 30.4 2.6 173 15.8 66.1 0. -1.0 0.9 34.8 
Q4 2001 0.9 118 891 33.4 39.9 36.0 13.9 123.2 ny 39.8 -58.5 35.3 

QI 2002 0.9 109 548 -10.5 32.4 43.3 37.1 102.3 8.6 -26.8 35.4 33.1 

B Q2 2002 17 219 942 oY) 5.4 36.9 37.7 78 14, 164 De 24.5 
B Q3 2002 2.9 371 463 0.5 1.0 24.1 25.5 50.1 16.7 ur 8.0 41.9 
042002 3.7 468 364 5G 2.0 22.3 237 Lj ede 19 111 41.9 
B QI 2003 33 417 855 1.6 0.2 17.6 19.7 38.7 13.1 2.8 15.9 45.4 
Q2 2003 23 295 447 45 0.3 9.6 9.5 23.9 12.4 4.5 16.9 59.2 
BH Q3 2003 1.0 133 500 9.0 59 143 15.7 33.1 16.6 11.4 28.0 38.9 
B Q4 2003 0.7 88 971 73 15.3 18.5 29.4 39.9 17.6 13.8 314 28.7 


| Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), March 2004. 


i (continued on page 4) 
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Table 3: Year-over-year Annual Net Change! in Payroll Employment? by rp 
Industry and Firm Size, 2002 to 2003 


Total Net Change Total Net Change by Size of Firm (Number of Employees) 

Industry %, yly Jobs, yly* 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Forestry* -10.3 6422 -597 -10064 16 962 -683 798 — — — 
Mining and oil and gas extraction Th D928 269 -186 169 543 795 2 387 231 2618 6511 
Utilities 0.7 766 -18 -31 -323 286 -86 199 -698 -499 1351 
Construction 45 27930 4700 5643 77\1 Bs AU! Dip) 1 104 6 661 63 
Manufacturing -0.3 -5 261 -967. —- -2.537 127 4110 733 8 615 7 045 15 660 -21 655 
Wholesale trade 2.0 14 849 2563) = 1 849) 230) 883 1 204 854 44 898 12 746 
Retail trade 3.0 46 895 Bil, 2s) 5852 10861 14018 6 255 -610 5 645 27 232 
Transportation and warehousing -0.3 -1980  —_-166 259 1730 2402 4225 -1444 1 460 16 -6 221 
Information and cultural industries 2.8 9 401 257 246 1 482 1S BSG 2968 -1 491 1477 4 348 
Finance and insurance 1.0 5846 ~=—- -214 -675 -529 2 409 99] 633 -765 -132 4985 
Real estate and rental and leasing 0.3 620 1278 -605 709 sy Bay -2 058 878 -] 180 -738 
Professional, scientific and technical services 0.3 LO 22916 -18 360 ~—--1 440 1818 -1 535 574 -961 852 
Management of companies and enterprises? afl 1 483 -473 -179 -377 69 -960 -767 — — — 
Administrative and support, waste management 

and remediation services 6.6 36 910 216 1648 4 230 Sats) Detrare 6 792 678 7 470 19 565 
Educational services 0.0 33 270 145 934 WOR DSA -227 3.079 2 852 -5 391 a 
Health care and social assistance 3.8 50169 1067 2694 Vo 3910 15 183 136 DLE 2 853 305135 
Arts, entertainment and recreation 46 10 804 232 852 984 Mi 29D 2 203 1 487 3 690 4214 
Accommodation and food services -2.0 “19435 2114 -10139 ~~ -2:232 1814 -8 443 -5 564 -2 983 -8 547 -2 447 
Other services (excluding public administration) 18 SiS 443s 027 4 103 989 7 676 3505 -882 2 623 -1 320 
Public administration 5.6 40 728 48 -231 -802 -245  _-1 230 TSN -388 2591 39 366 
Canada total* 1.8 233 943 «49609 -5380 34388 39296 77913 32285 13 181 45466 110565 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours (SEPH), March 2004. 

| The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the fourth quarter of 2003 and 
the average level in the preceding four quarters. 

2 SEPH data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 

3 Data for firms with 300 or more employees are suppressed because of confidentiality restrictions but are included in the size category and industry totals. 

4 Total net change in employment within each industry and by firm size may not add up due to rounding. 


| BUSINESS Bankruptcies 


Despite the increase in bankruptcies, liabilities involved in 

here were 2141 commercial bankruptcies reported in bankruptcies amounted to $658 million in the fourth quarter 
Canada in the fourth quarter of 2003, very similar to reports of 2003, a drop of 21 percent from the previous quarter. The 
from the same quarter of 2002 (2151) but an increase of average liability was approximately $307 000 per bankrupt 
approximately 7 percent from the previous quarter (2006). business, a significant drop compared with the average in the 
The industries most affected were retail trade (15 percent of previous quarter ($418 000) and the same quarter of 2002 
bankruptcies), construction (15 percent), and accommodation ($394 000). With liabilities of $99 million and $97 million 
and food services (12 percent). Retail trade and accommodation respectively, the manufacturing and wholesale trade industries _ 
and food services have had the highest bankruptcy rate for at alone accounted for close to 30 percent of the fourth-quarter 
least the last two years. liabilities: 
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SELF-Employment 


S tatistics Canada’s Labour Force Survey distinguishes five categories 
a) g g 


of self-employed workers: 


© workers with incorporated businesses that use paid help; 
* workers with incorporated businesses that don’t use paid help; 
* workers with unincorporated businesses that use paid help; 


* workers with unincorporated businesses that don’t use paid help; 


and 


. unpaid family workers. 


Table 4 shows the distribution by gender for each category of self- 
employed worker from 1993 to 2003, along with annualized growth 
rates. For both men and women, self-employment grew continuously 
from 1993 until 1999, fell over the next two years, and only partially 
recovered between 2001 and 2003. 


Among the self-employed without paid help, men and women 
displayed similar growth patterns. Those whose businesses were 
incorporated had very strong growth before 1999 and continued 
their growth after 1999: men in this category grew at an annualized 
tate of 6.6 percent and women at 4.9 percent per year. Of all self- 
employed workers, the percentage with incorporated businesses that 
don't use paid help more than doubled over the decade; for men, 


the share grew from 5.5 percent to 11.0 percent by 2003. Similarly, 


selfemployed women with an incorporated business but no paid 


help increased their share from 1.6 percent to 3.7 percent. 


elfemployed men and women with an unincorporated business 
without paid help had positive growth between 1993 and 1999 and 
negative growth from 1999 to 2003. 


In contrast, selfemployed men and women with paid help had very 
ifferent growth patterns. The number of incorporated self-employed 
nen with paid help declined over the entire decade by 0.3 percent per 
year; their share of all self-employed workers shrank from 20.3 percent 
n 1993 to 16.5 percent in 2003. The number of their female counter- 
arts, on the other hand, grew by 2.6 percent per year from 1993 to 
003; their share of the self-employed rose from 4.8 to 5.2 percent. 
Among the unincorporated with paid help, male self-employment 


ell throughout the decade by 2.0 percent per year, while female 


elfemployment grew by 1.0 percent per year. 


e number of unpaid family workers, both men and women, 


eclined throughout the decade. 


(continued on page 6) 
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Data as of April 14, 2004 


Canada’s real Gross Domestic Product (GDP)... increased 
by 3.8 percent (annualized) in the fourth quarter of 2003, following a 

1.3 percent rise in the third quarter. The acceleration of growth, however, 
was mainly driven by a replenishment of inventories as growth in final 
demand moderated to 1.2 percent from 5.8 percent in the third quarter. 
This drop in final demand was largely attributable to a slowdown in real 
consumer spending, led by a sharp reduction in automobile purchases. For 
2003, real GDP growth was 1.7 percent, down from 3.3 percent in 2002. 
On the income side, corporate profits rose further in the fourth quarter and 
hit a record high in 2003. Real personal disposable income rose 1.1 percent 
in the fourth quarter, after an increase of 1.5 percent in the third. 


Monthly real GDP... slipped 0.1 percent in January, after rising by a 
strong 0.5 percent in December. This was the first decline since the drop 

of 0.7 percent in August caused by the power blackout in Ontario. Goods- 
producing output fell 0.4 percent, after rising 1.0 percent in December. 
Manufacturing GDP fell, ending two consecutive increases; utilities posted a 
4.1-percent increase. Output in the services sector was unchanged, after rising 
0.3 percent in December. Activities in wholesale and transportation fell as a 
result of a drop in motor vehicle sales. Weak foreign travel to Canada reduced 
output by the accommodation and food industry, but small gains in the rest 
of the service industries helped to offset these losses. 


The economic outlook... has been revised downward slightly, but 
prospects remain for acceleration of growth. The Consensus Forecast survey 

of April expects real GDP growth in Canada to rise from 1.7 percent in 2003 
to 2.7 percent in 2004 (down from 3.0 percent in December) and 3.3 percent 
in 2005. Meanwhile, real GDP growth in the United States is forecast to 

rise from 3.1 percent in 2003 to 4.6 percent in 2004, before moderating to 
3.7 percent in 2005. 


Consumer spending growth... moderated from 4.6 percent in 

the third quarter to 0.1 percent in the fourth, the smallest increase since 

the fourth quarter of 1995. The slowdown mainly reflected a decline of 

17 percent in spending on durables. In 2003, consumer spending grew by 
3.3 percent, little changed from a rise of 3.4 percent in 2002. An acceleration 
in spending on services (4.1 percent) compensated for a slowdown in spend- 
ing on durables (2.3 percent) in 2003. 


Housing investment... and activity remained strong in the fourth quarter, 
as residential investment increased 10.0 percent, after rising 18.6 percent in 
the third. In 2003, growth in residential investment dropped to 7.5 percent 
from the remarkable growth of 2001 (10.3 percent) and 2002 (14.2 percent). 


Business investment in machinery and equipment (M&E)... 
rose only 1.1 percent in the fourth quarter after increasing by a two-year high 
of 19.2 percent in the third quarter. Stimulated by lower prices associated 
with the appreciation of the Canadian dollar, M&E investment increased 

5.0 percent in 2003, following a decline of 3.2 percent in 2002. 


Corporate profits... rose 14.7 percent (annualized) in the fourth 
quarter, posting double-digit growth for two consecutive quarters and nearly 
recovering from their second-quarter drop. In 2003, corporate profits rose 
10.1 percent to $146.4 billion, despite setbacks (e.g., SARS, the Ontario 
power blackout and the rapid appreciation of the Canadian dollar). 


The current account... posted its 18th consecutive surplus 

($6.7 billion) in the fourth quarter. This surplus was $1.2 billion lower 
than in the third quarter because of lower surplus on the merchandise trade 
(-$0.6 billion to $15.1 billion) and higher deficit in investment income 
($0.6 billion to $5.6 billion). Nonetheless, the current account surplus rose 
by $2.4 billion in 2003, to $25.8 billion. The goods surplus increased as 
imports fell more than exports, while the investment deficit decreased. 


(continued on page 7) 
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Table 4: Self-employed in Canada, Shares and eae Growth Rates by 
Category of Worker and Gender, 1993-2003 


Men (Percentage of All Self-employed) 


Women (Percentage of All Self-employed) 


Unpaid 


All Self- ; ai TP Unpaid All Self- ; 
ene No Paid Help With Paid Help Family eek No Paid Help With Paid Help ei 
Men — Incorporated Unincorporated Incorporated Unincorporated Workers Women Incorporated Unincorporated Incorporated Unincorporated Workers 
1993 67.7 De 28.8 20.3 12.2 0.9 ns 1.6 Ws: 4.8 3.8 2.8 
994 66.6 5.9 29.2 18.5 12.5 0.6 33.4 1.9 20.7 4.6 4.0 2.2 ‘| 
1995, 66.3 6.0 28.9 iy) 11.6 0.7 33.7 Dal 20.7 ye) abl 215 
1996 65.8 6.6 29,6 es) 11.0 0.6 34.2 ell 215 4.8 3.8 2.0 
997 64.8 7.8 29.8 17.3 9.0 0.8 35.2 2S) J 5.3 on 2.0 
1998 64.4 75 31.0 6.3 8.9 0.7 35.6 2.8 22.6 5.0 3.4 1.8 
1999 65.0 8.3 30.6 6.8 8.6 0.6 35.0 3.0 22.1 5.2 a3 12 
2000 64.8 9.0 ee) 6.4 8.9 0.6 35.2 3.2 21.4 5,7 Oy 12 
2001 66.1 10.0 29.7 6.7 O 0.5 33.9 3.3 20.6 Bel 3.8 1.0 
2002 65.0 10.4 29.0 6.4 8.8 0.5 35.0 3.6 21.4 5.4 37 0.9 
2003 65.8 11.0 29.4 6.5 8.3 0.6 34.2 Bef 20.8 D2 30 0.9 
Growth rates 
1993-2003 15 9.0 2.0 0.3 2.0 3.6 26 10.9 2.5 2.6 1.0 8.8 
1993-1999 2.6 10.6 44 0.1 2.6 gin 47 15.0 5.6 4.5 1.6 9.5 
1999-2001 2.4 6.1 4.6 3.5 0.1 15.8 47 1.6 6.5 Ms) 0.9 13.8 
2001-2003 2.0 Thal 1.8 1.4 2.5 9.0 Del 8.3 2.6 2.7 0.8 11 
1999-2003 -0.2 6.6 “1.5 ital Le 42 il 49 2.1 0.1 0.1 77 


Source: Statistics Canada, Labour Force Survey. 


FINANCING 


Report on Canadian Institutional Investors and 


Private Equity 


new study,' commissioned by the federal government and six provincial 
governments and conducted by Macdonald & Associates Limited, explores the role 


of institutional investors with regard to private equity. 


Extensive interviews were held with representatives of 74 institutional funds with 


headquarters in all regions of Canada. These interviewees were asked about their 


interest or involvement in private equity at home and abroad. Senior managers of 
20 of the largest pensions, endowments and funds-of-funds in the United States were | 


also interviewed about their market experience and interest in Canadian private equity 


opportunities. 


a very strong appetite for private equity across the market spectrum, expressed by the | 


substantial volume of assets committed by U.S. institutions and what they intend to 


(continued on page 
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(continued from page 6) 


| 


| commit in the coming years. In the United States, all types and sizes of reas : ’ Data as of April 14, 2004 


institutions participate in the market; in Canada, only public sector (continued from page 5) 


pension funds and institutions sized over $5 billion are active in private 


By (see Table 5). The January Business Conditions Survey... indicated that 


manufacturers’ outlook on production prospects for the first quarter was 
cautiously optimistic. This suggests that manufacturing growth should con- 
tinue in the first quarter, albeit at a slower pace than in the fourth quarter. 
challenges to the participation of Canadian institutions in domestic Fifty-five percent of manufacturers expected to keep their production 
unchanged and 30 percent expected to raise it. Eighty-three percent of 
producers stated that their work force would remain the same or increase. 
Eighty-four percent of manufacturers reported no production impediments. 
Impediments included the shortage of skilled labour, a rising Canadian dollar, 
‘change should be increased communication and education. Specifically, a shortage of orders and the impact of the softwood lumber dispute. 


Finding the Key concludes that Canada faces several fundamental 


and global private equity. 


Canadian and U.S. respondents indicated that the first step in effecting 


|tespondents saw the need for more interaction between Canadian Employment... edged down by 13 000 in March, raising job losses since 


‘imstitutions and private equity communities to correct misinformed the beginning of 2004 to 20 000. This entailed the loss of 81 000 part-time 
jobs, while 61 000 full-time jobs were created. Employment growth moder- 
ated to 1.7 percent in 2003, down from 3.7 percent in 2002. However, 

197 000 of these jobs were created from August to December. The unemploy- 
ment rate has risen from 7.4 percent in recent months to 7.5 percent 


impressions and to collaborate to meet shared objectives. 


Finding the Key therefore proposes multi-stakeholder discussions, the 


most important of which would be cross-country seminars organized by in March. 

federal and provincial governments and by industry associations such as The Consumer Price Index (CPI)... posted a year-over-year increase 
‘Canada’s Venture Capital & Private Equity Association (CVCA), Réseau of eC ae A February. Inflation a ee dropping fee a ans 2003 
} 5 4 , : ee peak, when igner energy prices pushed inflation up to 4. percent, the 

de capital de risque du Québec, and the Pension Investment Association Hlehiece nce September 1091 (Caresanfiton wnichicaclades che moe 

of Canada. The report also proposes that these organizations take part volatile components of the overall CPI and indirect taxes and is the target for 
in developing new strategies for building awareness among American monetary policy, fell from 1.5 percent in January to 1.1 percent in February, 


| eotae : as ie below the midpoint of the official 1-3 percent target range. 
institutions of distinctive private equity investment opportunities 


The Bank of Canada... reduced the overnight rate by an additional 


a Canada. 25 basis points (bps) to 2.0 percent on April 13 to facilitate adjustments to 


developments in the global economy and support aggregate demand. Since 
last July, the Bank has cut its overnight rate by a total of 125 bps. The 
their work on behalf of institutions, private equity professionals U.S. Federal Reserve left its federal funds rate unchanged at 1.0 percent 
on March 16. Consistent with these developments, the spread between 


; the 90-day corporate paper rate and its U.S. counterpart has narrowed by 
and other government bodies to make tax and regulatory changes. about 120 bps since June to about 101 bps on April 14. 


Finding the Key also proposes that industry associations continue 


and entrepreneurs to encourage the federal Department of Finance 


i 


or more information on this report, please contact Anthony Haddad The Sala eae closed at eee e at is 3 
} es averaged aroun E in recent months after hitting a -year 1g) 0 
at (613) 946-2549 or Christine Soucy at (418) 648-4848. SS 


US$0.788 in early January, partly reflecting the narrowing of short-term 
interest rates between Canada and the United States. 


Macdonald & Associates Limited, Finding the Key: Canadian Institutional Investors and Private Equity, 
‘eport prepared for Industry Canada, December 2003. The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Joseph Macaluso at 613-954-3495 or at 


macaluso.joseph@ic.gc.ca 


Table 5: Institutional Allocations (Actual) to 
Private Equity! 


Canada and the United States, 2002 


United States 


Fund Size (US$) >$5 billion $15 billion $501 million to — <$500 million 
$1 billion 

Percentage of total assets 3.4 2.6 1S 5 

Canada 


Fund Size (CAN$) >$5 billion $1-5 billion $501 million to — <$500 million 
$1 billion 
| Percentage of total assets 3) 0.5 0.1 0.1 


Source: Greenwich Associates, 2003. 
"Includes available data for endowments/foundations and corporate and public sector 
pension funds. 
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RECENT Developments 


APEC Small and Medium Enterprises 
Working Group Meeting 


© n behalf of Chile, the lead economy for 2004, Industry 
Canada hosted the 18th Asia-Pacific Economic Cooperation 
(APEC) Small and Medium Enterprises Working Group and 


the second meeting of the Sub-group on Micro-enterprises. 


, Vancouver 


The meetings took place in Vancouver on March 8-10, 2004. 


Discussions focussed on the theme for APEC SME 2004, 
“Entrepreneurship.” Meeting participants agreed to develop 
this theme over the next few months within a framework 
of four policy priorities: entrepreneurship and regulation, 
innovation and technology, finance, and education 


and training. 
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Results of this work will be presented to APEC SME a 
Ministers at the 11th APEC SME Ministerial Meeting 4 
in Santiago, Chile, on October 6-7, 2004. Further 
information on the 2004 APEC meetings may be 
found at www.apec2004.cl 


Annual Conference of the Administrative 


Sciences Association of Canada in Quebec, 
June 5-8, 2004 


rat 
1 he annual conference of the Administrative Sciences 

Association of Canada (ASAC) will be held in Québec City 
at Laval University in June 2004. Under the theme “Research _ 
Agenda for the Next Decade,” the conference will focus on 
three areas of research that deal with the challenges facing 
businesses over the next 10 years: adjusting rapidly to market 
shifts, identifying new market opportunities and developing 


business skills. 


In the “Entrepreneurship and Family Business” division 
of the conference, the Small Business Policy Branch will 
present results of its research project on growth firms 

in Canada. The research paper submitted to the ASAC 
review committee was selected as this year’s best paper. 
Highlights of this research project may be viewed at 
http://strategis.ic.gc.ca/sbresearch/growthfirms/highlights. — 
The Branch also expects to present its second report to 
Parliament on the financing of SMEs, which will be 


released soon. 


For further information about ASAC and the June conference, 


please visit the Association's Web site at http://www.asac.ca 
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PERFORMANCE 
Trends 


Between the first quarter of 2003 and the first 
quarter of 2004, small businesses (those with 
fewer than 100 employees) created approximately 
39 700 jobs or almost 63 percent of net new jobs 
in the Canadian economy. 


The number of business establishments grew at an 
unnualized rate of 2.7 percent from 2001 to 2003. 


Bankruptcies numbered 2 308 in the first quarter 
of 2004, a decrease of approximately 3 percent 
rom the same quarter of 2003. 


[otal business loans outstanding' from chartered 
yanks amounted to $91 billion in the first quarter 
of 2004, a decrease of 6 percent from the same 
juarter in 2003. Business loans of less than 

5500 000 accounted for 20 percent of the total. 


Between 1990 and 2001, 11 percent of owners 
small and medium-sized enterprises (SMEs) 
nade an informal investment in another business. 


(here were 2.4 million self-employed workers in 
he first quarter of 2004, an increase of 1.8 percent 
tom the same quarter of 2003. 


Excluding non-residential mortgages, agricultural loans and customer's 
ability under acceptances. 


Government 
Publications 


is eee 


www.strategis.gc.ca/SMEquarterly 


ee, 


CANADIAN VENTURE 


CAPITAL ACTIVITY: 
An Analysis of Trends and Gaps 


a. financing of SMEs with potential for high growth has become a 
significant public policy issue in Canada and abroad. High-growth-potential 
businesses are seen as important to success in a knowledge-based, global 
economy, but they find it difficult to secure timely and appropriate financing 
— a major impediment to growth. High-risk, high-growth firms can face 
challenges in securing access to financing, since many lack sufficient tangible 
assets to secure bank loans or other types of conventional financing. Risk 
capital, a form of investment provided for new companies in exchange for 

an ownership stake in the business, is often a more appropriate financing 


instrument for these SMEs, particularly in knowledge-based industries. 


The Canadian venture capital’ (VC) market is a key component of risk 
capital. Canadian Venture Capital Activity: An Analysis of Trends and Gaps 
(1996-2002), a new Industry Canada report, assesses the state of the 


Canadian VC market. The following are the report’s key findings: 
@ From 1996 to 2002, the Canadian VC industry grew considerably, 
with increases of: 


* 88 percent in new capital raised ($3.2 billion in 2002); 


¢ 117 percent in the number of VC funds 


(282 in 2002); 


(continued on page 2) 
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217 percent in total capital under management 
($22.5 billion in 2002); and 


* 139 percent in total amount invested 
($2.5 billion in 2002). 


Key drivers of this growth were increased foreign 
investment and increased investments in Ontario 


and in information technology firms. 


Canada ranks second among leading Organisation 
for Economic Cooperation and Development 
(OECD) countries in terms of VC investments 

as a percentage of Gross Domestic Product (GDP) 
(Chart 1). However, the Canadian VC industry 
experienced lower growth than that observed in 


the United States between 1995 and 2000. 


Venture capital is appropriate only for the small 
number of firms that are able to generate returns 
commensurate with the high risk borne from 
investing in private equity. In 2002, 677 firms 
received VC funding out of a total of 2.2 million 
business establishments. Venture capitalists accept 
less than 1 percent of proposals and tend to invest 


only in firms characterized by: 
¢ high-growth potential; 
* an experienced management team; 


* awillingness to share ownership; 


Chart 1: Venture Capital Investments as a Percentage 


(continued from page 1) 


* astrong financial commitment by the owner; | 


¢ the potential for annual returns of 


30-40 percent over a five-year period; and 


* astrong R&D, technological and international _ 
orientation. 
M@ The analysis reveals a Canadian VC industry mq 
still in its infancy (by U.S. standards) that faces 


the following interrelated challenges: 
* a shortage of investor-ready firms; 


* smaller and less experienced VC funds 


(relative to those in the United States); 
* low participation by institutional investors; and 
e lower returns (relative to those in the 


United States). 


These challenges cannot be met by government . 
or any other group alone, but need to be addressed 
collaboratively with the VC industry, the educational 


and research communities, and institutional investors. 


This report is available on the Small Business Research 


and Policy Web site at www.strategis.gc.ca/venturecapital 


' Venture capital is a form of risk capital characterized chiefly by high-risk 


investment in new or young companies following a growth path in technology 


and other value-added sectors. (Source: Macdonald & Associates Ltd.) 
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1A ccording to Statistics Canada’s Business Register, the 
number of business establishments! grew at an annualized 
rate of 2.7 percent from 2001 to 2003 (Table 1). The most 
significant rates of growth were in Nunavut (8.2 percent), 
Ontario (4.2 percent) and Alberta (3.8 percent). Most of 


the growth was in the indeterminate category.” 


he number of employer establishments grew at an annualized rate 
of only 0.1 percent. The number of small employer establishments 
(1 to 99 employees) as a whole rose by 0.1 percent, the same rate 
as for medium-sized establishments (100 to 499 employees). The 


number of large establishments (500 employees and more), how- 


BUSINESS Establishments 


of growth were among small establishments with 5 to 9 employees 
(1.7 percent) and 10 to 19 employees (1.7 percent), and among 
medium-sized establishments with 200 to 499 employees 

(1.6 percent). The rates of growth of small establishments 


were highest in Nunavut, Alberta and Ontario. 


' For a business establishment to be included in Statistics Canada’s Business Register, the 

company to which it belongs must meet one of the following criteria: have at least one paid 
employee (with payroll deductions remitted to the Canadian Revenue Agency), have annual 
sales revenues of $30 000, or be incorporated and have filed a federal corporate income tax 
return at least once in the previous three years. Some business establishments can belong to 


the same company and each company owns at least one business establishment. 


* The Business Register classifies a business as “indeterminate” when it cannot be determined 


through payroll data that the firm has paid employees. The firm may, however, have a work 


i Payee force of contract workers, family members and/or it S. 
ever, declined at a rate of 0.1 percent. The most significant rates an, Og eae as ease Th 
- 


Table 1: Annualized Growth of Business Establishments by Size of Employment 
and Province or Territory, 2001 to 2003 


Employer Establishments 


Number of Employees 
Province or Territory Grand Total Indeterminate! Total 14 5-9 10-19 20-49 50-99 I-99 100-199 200-499 100-499 500+ 
Newfoundland and Labrador 0.3% 3.8% -1.5% -2.7% 0.6% 0.1% 0.5% 0.6% -1.5% 0.5% 5.0 2.0% 0.0% 
Prince Edward Island -0.4% 2.7% -2.0% -6.6% 49% 5.9% 3.8% 1.3% 2.0% -61%  -7.2% 6.5% 11.8% 
Nova Scotia 0.8% 48% -1.8% -3,6% -1.9% 2.2% 2.8% 2.7% -1.9% -0.7% 0.9% -0.2% 0.0% 
New Brunswick 0.1% 3.2% -1.8% -2.9% -1.6% -0.1% 1.6% 2.3% 1.9%  -2.5% 0.0%  -1.7% 1.7% 
Quebec 0.8% 2.5% -1.0% -2.3% 2.8% 0.4% 0.4% 21% -1.0% -0.3% 0.7% 0.0% -0.7% 
Ontario 4.2% 7.0% 0.6% 0.3% 1.2% 1.9% 1.0% -1,.2% 0.7% -1.8% 12%  -0.8%  -0.3% 
Manitoba 0.8% 1.6% -0.1% -2.6% 2.8% 41% 4.0% -1.0% -0.1% 0.3% 1.3% 0.6% 2.2% 
Saskatchewan 0.7% 2.1% -1.2% 40% 2.2% 3.0% 5.2% 1.9% -1.3% 2.6% 9.3% 5.0%  -1.6% 
Alberta 3.8% 5.6% 1.7% 1.0% 3.1% 3.4% 2.2% 0.1% 1.7% 2.5% 2.1% 24% 0.7% 
British Columbia 2.6% 4.8% 0.3% 0.0% 1.0% 0.9% 0.5% -1.0% 0.3% -0.7% 2.9% 0.4% 1.2% 
Yukon Territory 1.0% 4.9% -1,8% 3.5% 0.2% -1.5% 4.1% 4.5% -1.6%  -10.1%  -15.5%  -120% 0.0% 
Northwest Territories 1.5% 5.9% -0.8% -1.8% -2.1% -1.3% 5.7% 2.9% -0.6% -4,0% 0.0% 27%  -29.3% 
Nunavut? 8.2% 16.3% 5.7% -1.2% 10.1% 13.8% 9.6% -2.4% 5.7% 8.0% 0.0% 6.1% 0.0% 
Canada Total 2.7% 5.0% 0.1% -0.9% 1.7% 1.7% 1.3% -0.8% 0.1% -0.6% 1.6% 0.1% -0.1% 


Source: Statistics Canada, Business Register, December 2001, 2002, 2003. 

' The Business Register classifies a business as “indeterminate” when it cannot be determined through payroll data that the firm has paid employees. The firm may, however, have a work 
force of contract workers, family members and/or its owners. 

* High growth numbers for Nunavut reflect the very small number of establishments. 


OB Creation 


ccording to Statistics Canada’s Survey of Employment, Table 3 shows, using four-quarter averages, how the year-over-year 


ayrolls and Hours, approximately 63 000 new payroll jobs were 
reated in the first quarter of 2004 compared with the first quarter 
£2003 (Table 2). This is substantially less than the 418 000 
bbs created in the first quarter of 2003. Table 2 also shows that 
arge firms (those with more than 500 employees) and small firms 
ose with fewer than 100 employees) contributed 74 percent 
) i 63 percent respectively to net job creation. Conversely, 


e number of employees in medium-sized firms (those with 


etween 100 and 500 employees) decreased by 37 percent. 
all Business Quarterly — Vol. 6, No. 2, August 2004 
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change in employment by size of firm varied across provinces and 
territories. Total job growth rates were the highest in Prince Edward 
Island (6.7 percent), Nunavut (4.8 percent) and the Northwest 
Territories (4.5 percent). Firms with between 5 and 19 employees 
were the only size class to decline in payroll employment. In 
contrast, the strongest overall growth was seen in small firms 


with 50 to 99 employees. 
(continued on page 4) 


(continued from page 3) 


Table 2: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, 
Canada, QI 2001 to QI 2004 


Total Net Change % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter Jobs, y/y %, yly 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q1 2001 445 716 oe) 10.2 133 8.2 6.1 25.8 11.4 3.6 15.0 Se) 
Q2 2001 344 534 2.8 2.0 8.8 13.3 eal 36.2 11.0 Moff HSE FE 50.1 
Q3 2001 220 349 1.8 30.4 2.6 Wes 15.8 66.1 0.1 -1.0 -0.9 34.8 
Q4 2001 118 891 0.9 33.4 39.9 36.0 133) D3? -18.7 -39.8 58.5 6D 
QI 2002 109 548 0.9 -10.5 32.4 43.3 37.1 102.3 -8.6 -26.8 -35,4 33a 
Q2 2002 219 942 Le 2.2 5.4 36.8 37.7 778 14.1 -16.4 23 24.5 
Q3 2002 371 463 2.9 -0.5 1.0 24.1 US) 50.1 16.7 -8.7 8.0 41.9 
Q4 2002 468 364 Bel -1.0 2.0 DS) Dou 47.0 13.1 -1.9 JUG! 41.9 
QI 2003 417 855 aie) 1.6 -0.2 17.6 19a 38.7 al 2.8 15) 45.4 
Q2 2003 295 447 6 45 0.3 9.6 9.5 AS 12.4 45 16.9 Sy) 
Q3 2003 133 500 1.0 Ol 5.9 143 15.7 Oba 16.6 11.4 28.0 38.9 
Q4 2003 88 971 0.7 73 -15.3 18.5 29.4 39.9 17.6 13.8 31.4 28.7 
QI 2004 63 120 0.5 13 199) 15.9 25.8 62.9 0.6 -37.4 36.8 1S) 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, June 2004. 


Table 3: Year-over-year Annual Net Change! in Payroll Employment’ by Province and 
Territory and Firm Size, Four-quarter Averages, Q2 2002 to QI 2004 


Growth Rates by Size of Firm and Province (Number of Employees) 


Total Net Change 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 

Jobs, yly  —%, yly (%) (%) (%) (%) (%) (%) (%) (%) (%) 

Newfoundland 3.016 Wai! 1.5 3.6 7.0 2.0 SiH 8.7 -20.5 =13 0.9 
Prince Edward Island 3 927 6.7 elle 0.9 33 73 24 9.4 M33} 13.0 8.9 
Nova Scotia All) 2.0 -3.2 0.0 2.6 -1.0 -0.1 5.4 Dal OY) 1.3 
New Brunswick 1 020 0.3 “16; 0.0 1.9 -6.4 -1.0 -19 3.0 -0.6 1.8 
Quebec 33 818 1] 0.4 -1.0 0.7 Dal 0.6 18 1.2 16 14 
Ontario 33 084 0.6 0.7 -0.5 0.9 ilall 0.5 -0.8 0.0 -0.5 ih? 
Manitoba 947 0.2 0.5 -0.1 0.3 -0.5 0.0 3) -1.2 ik} 0.0 
Saskatchewan 14 756 39 2.0 -0.7 5) 13 0.7 -0.7 -3.0 21.4 9.1 
Alberta 28 049 2.0 3.0 0.3 1.1 3.0 16 3.8 0.2 Daye Dt 
British Columbia 17 677 11 ill 1 2.8 4] 2} 3.6 De Be -1.0 
Yukon Territory? 304 2.0 7) 2.9 2.0 (pe) 43 18.8 = = = 
Northwest Territories® 952 45 44 -0.1 2.6 19.2 3.8 1) - = - 
Nunavut? 501 4.8 -10.0 -6.8 9.1 23.4 5) 43.6 = — — 
Canada Total 145 260 ail 0.9 -0.1 1.3 2.0 0.9 3} 0.8 11 1.3 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, June 2004. 


| The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the first quarter of 2004 
and the average level in the preceding four quarters. 


? : : er 4 : Nee : : : 
2 Excluding self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious 
organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


> Data for firms with 300 or more employees in the territories are suppressed because of confidentiality restrictions but are included in the size category and territorial totals. 
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BUSINESS 
Bankruptcies 


ge. here were 2 308 business bankruptcies in Canada in the first 


quarter of 2004,!' a drop of 3 percent from the same quarter of 

2003 (2 379) but an increase of approximately 8 percent from the 
fourth quarter of 2003 (2 141). The industries most affected were 
construction (18 percent of bankruptcies), retail trade (14 percent), 
and accommodation and food services (11 percent). These three sectors 


have had the highest bankruptcy rates since the first quarter of 2003. 


In the first quarter of 2004, liabilities involved in bankruptcies 
amounted to $662 million, a drop of 0.5 percent from the previous 
quarter. The average liability was approximately $287 000 per bankrupt 
business, 6.5 percent lower than the average in the previous quarter 
($307 000). Close to 30 percent of the first quarter liabilities were 
accounted for by manufacturing ($100 million) and wholesale trade 


industries ($91 million). 


Since the first quarter of 2004, the Office of the Superintendent of Bankruptcy has been providing 
data according to the codes of the North American Industry Classification System rather than the 
Standard Industrial Classification. This change in method may have affected the accuracy of the 


comparisons in this text. 


SELF-Employment 


tatistics Canada’s Labour Force Survey distinguishes five categories 


of self-employed workers: 


* workers with incorporated businesses that use paid help; 

* workers with incorporated businesses that don’t use paid help; 

* workers with unincorporated businesses that use paid help; 

* workers with unincorporated businesses that don’t use paid help; and 
* unpaid family workers. 

Using special tabulations from the Labour Force Survey, Industry 
Canada’s Small Business Policy Branch has derived educational profiles 
for the different categories of self-employed workers. Table 4 shows 
the distribution by gender and education level for each category of 


sel-employed workers, as well as for employees overall, in 2003. 


The education profile of the self-employed differs from that of employees 
overall. Self-employed persons are more likely to have a university 
degree, but they are also more likely to have only 0-8 years of school- 
ing. Nearly 17 percent of self-employed workers have not completed 
high school compared with less than 15 percent for employees overall. 
This discrepancy is particularly pronounced for unpaid family workers, 


52 percent of whom have not completed high school. 
(continued on page 6) 
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Data as of June 30, 2004 


Canada’s real Gross Domestic Product (GDP)... increased 

by 2.4 percent (annualized)! in the first quarter of 2004, following a 
3.3-percent rise in the fourth quarter of 2003. The first quarter growth 
was mainly driven by an increase in final domestic demand of 4.8 percent, 
up from 2.3 percent in the fourth quarter. Inventory accumulation fell 
from $12.2 billion in the fourth quarter to $1 billion in the first quarter, 
subtracting 3.6 percentage points from GDP growth. On the income 
side, corporate profits continued to rise, while strong job creation helped 
real personal disposable income grow by 4.3 percent, compared with 

2.8 percent in the fourth quarter of last year. 


Monthly real GDP... edged up 0.1 percent in April on the strength 
of energy and housing, after rising by a strong 0.8 percent in March. 
Goods-producing output accounted for the overall economic growth in 
April, advancing by 0.3 percent following a 1.1-percent increase in March. 
Meanwhile, the output of manufacturers contracted by 0.2 percent, after a 
surge of 1.6 percent in March. The service sector’s output was unchanged 
in April, reflecting in part a 1.0-percent decline in health care activity 
associated with public service strikes in Newfoundland, Labrador and British 
Columbia. 


The economic outlook... has been revised upward amid improving 
domestic and global economic conditions. The Consensus Forecast survey 
of June expects real GDP growth in Canada to rise from 2.0 percent in 
2003 to 2.9 percent in 2004 (up from 2.8 percent in April) and 3.3 percent 
in 2005. Meanwhile, real GDP growth in the United States is forecast 

to rise to 4.7 percent in 2004 before moderating to 3.8 percent in 2005. 


Consumer spending... surged by 5.5 percent in the first quarter 
of 2004, the best performance in four years. This mainly reflected an 
increase of 15.7 percent in the consumption of semi-durable goods and 
of 7.7 percent in durable goods, facilitated by an increase in disposable 
income, continued strength in housing activity, and attractive financing 
terms and incentives from auto dealers. Expenditures on non-durables 
increased 3.9 percent, while services were up only 1.1 percent. 


Housing investment... and activity remained strong in the first 
quarter of 2004, as residential investment increased 14.4 percent after 
rising 8.6 percent in the fourth quarter of 2003. Continued strength 
is also evident in housing starts, which remained at high levels in 
April and May. Assuming no growth in June, housing starts should 
rise 27.7 (annualized) percent in the second quarter. 


Business investment in machinery and equipment 
(M&E)... rose 6.5 percent in the first quarter of 2004, up from 3.2 percent 
in the fourth quarter of 2003. In 2003, M&E investment, stimulated 

by lower prices associated with the appreciation of the Canadian dollar, 
increased 4.5 percent, following a decline of 1.2 percent in 2002. 


Corporate profits... rose 26.6 percent in the first quarter of 2004, 
to a record high of more than $163 billion. This rise was driven by 
strength in the mineral fuels and manufacturing industries. Government 
business enterprise profits were also up, largely because of strength from 
provincial government-owned electric-power utilities. Profits have posted 
double-digit growth for three consecutive quarters. In the first quarter 
of 2004, corporate profits reached 13 percent of GDP, compared with 

a historical average of 10 percent. 


" All quarterly growth rates are annualized. 


(continued on page 7) 
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(continued from page 5) 


Differences in education levels are also evident high school; the range for the other three remunerated 


among the self-employment categories. In particular, self-employment categories is between 13 and 15 percent. 


unincorporated self-employed workers without paid 

P ; ae ta P The proportion of males and females who have a uni 

help are less likely to have a university degree and more , Mihnse 

: ; ° versity degree is similar. Among self-employed workers 
likely not to have finished high school than the other ; ; 

’ with paid help, a higher percentage of males have | 

three categories of remunerated self-employed workers. i ie : er 

7 : a university degree compared with females. This is 

Approximately 21 percent of unincorporated self- 

: i he especially true for the unincorporated self-employed 

employed workers without paid help have a university ; : 

‘ with paid help, where 33 percent of males have a 

degree, compared with a range of 26 to 31 percent for ee ; | 

university degree compared with 26 percent of females. 

the other three categories of remunerated self-employed | 


workers. Similarly, 19 percent of unincorporated self- 


employed workers without paid help have not finished 


Table 4: Distribution of Self-employed iia by Gender and 
Education Level, Canada, Annual Average 2003 


With Paid Help Without Paid Help 
all self Incorporated Unincorporated Incorporated Unincorporated poe 
Education Level Employees employed _ All Males Females All Males Females All Males Females _—Alll Males Females Workers 
All levels 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
0-8 years 2.9% 5.2% 44% 5.0% 24% 48% 5.3% 3.7% 4.2% 44% 3.6% 5.4% 6.7% 3.7% 21.2% 


Some high school 11.7% 11.6% 87% 9.0% 77% 9.8% 10.1% 9.1% 8.6% 8.9% 7.7% 13.6% 14.4% 12.5% 30.6% 

High school graduate 20.6% 18.6% 20.1% — 18.2% 26.2% 18.3% 16.9% 21.4% 17.0% 16.6% 18.5% 18.5% 18.4% 18.6% 14.6% 

Some post-secondary 10.3% 7.6% 7.0% 6.6% 8.3% 6.8% 6.7% 6.9% 7.2% 74% 68% 8.1% 8.0% 8.3% 5.7% 

Post-secondary 34.1% 33.1% 33.7% 33.8% 33.2% 29.4% 28.1% 32.6% 34.4% 34.5% 34.0% 33.8% 32.2% 36.1% 19.9% 
certificate/diploma 

University degree 20.4% 24.0% 26.1% 27.3% 22.2% 30.9% 32.9% 26.3% 28.5% 28.2% 29.4% 20.5% 20.4% 20.7% 7.9% 


Source: Statistics Canada, Labour Force Survey, special tabulations. 
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FINANCING 


Business Owners Investing 


in Other Businesses 


i. seeking funds to finance their firms, business owners occasion- 
ally approach informal sources for financing, such as friends and 
family, angel investors or other business owners. Anecdotal evidence 
suggests that business owners who provide informal financing may 
have a bigger appetite for risk and be more flexible about repayment 


terms than formal institutions such as chartered banks and credit unions. 


In a large national survey of SMEs (Survey on Financing of Small 
and Medium-sized Enterprises, 2001, conducted by Statistics 
Canada), owners were asked if they had invested privately in other 
businesses. Although business owners are just one segment of the 
informal investment market, the results offer insight into the avail- 


ability of this source of financing among Canadian businesses. 


Between 1990 and 2001, 11 percent of SME owners informally 
invested in another business. In 2000, there were 97 000 informal 
investments in debt or equity, and a further 102 000 in 2001. 

(No data are available on the proportions of debt or equity). Owners 
of businesses with 20 to 99 employees were the most likely to have 
invested in another business (21 percent had made an investment). 
At 16 percent, Alberta and British Columbia had the highest 
proportion of business owners making informal investments; the 


national average was 11 percent. 
The size of investment varied considerably: 


* 30 percent of business owners provided less than $25 000; 
* 13 percent provided $25 000 to $49 999; 

* 19 percent provided $50 000 to $99 999; 

* 20 percent provided $100 000 to $249 999; and 

* 18 percent of business owners provided $250 000 or more. 


Under the SME Financing Data Initiative (www.strategis.gc.ca/fdi), 
Industry Canada will carry out additional research on the role that 


informal investment is playing in the financing of Canadian businesses. 
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Data as of June 30, 2004 


(continued from page 5) 


The current account... surplus rose $2.8 billion to $9.5 billion 
($38.0 billion annualized) in the first quarter of 2004. This was largely 
because of a higher merchandise trade surplus as exports rose (4.1 percent) 
more than imports (0.6 percent). The increase in exports was led by 
energy products, partly because of higher prices. However, the deficit 

in services rose slightly ($0.1 billion) to $3.0 billion and the deficit on 
investment income increased $0.5 billion to $5.0 billion. 


The April Business Conditions Survey... indicated that 
manufacturers’ outlook on production prospects for the second quarter 
of 2004 remained cautiously optimistic. This was mainly because of 
continued optimism in 16 of 21 manufacturing industries, led by the 
chemical and machinery industries. Sixty-two percent of manufacturers 
expected to keep their production unchanged and 23 percent expected 
to raise it. Eighty-five percent of producers stated that their work force 
would remain the same or increase. Eighty-one percent of manufacturers 
reported no production impediments, down from 84 percent in January. 
Impediments included the shortage of raw material and skilled labour. 


Employment... surged by 56 000 in May, after an increase of 50 000 
in April. This brought job gains since the beginning of 2004 to 86 000, as 
154 000 full-time positions were created while 68 000 part-time jobs were 
lost. The goods sector gained 33 000 jobs in May and the service sector 
23 000. Eight of the ten provinces posted job gains. The unemployment 
rate fell from 7.3 percent in April to 7.2 percent in May, the lowest rate 
since July 2001. 


The Consumer Price Index (CPI)... posted a year-over-year 
increase of 2.5 percent in May, following a 1.6-percent rise in April. 
This was principally because of strong gasoline price increases. Excluding 
energy prices, the CPI rose 1.3 percent in May, only slightly higher than 
the 1.2-percent increase posted in both March and April. Core inflation, 
which excludes the most volatile components of the overall CPI and 
indirect taxes, fell from 1.8 percent in April to 1.5 percent in May, 
which is below the midpoint of the official 1-3 percent target range. 


The Bank of Canada... left the overnight rate unchanged at 

2.0 percent on June 8, as developments in the economy, except for the 
sharp rise in world oil prices, remained consistent with the Bank’s outlook. 
In light of much-improved economic conditions and prospects, most 
analysts expect the Bank to begin raising interest rates later this year. The 
Federal Reserve has already started to become less accommodating, raising 
its funds rate by 25 basis points (bps) to 1.25 percent on June 30. Consistent 
with these developments, the spread between the 90-day corporate paper rate 
and its U.S. counterpart narrowed from about 100 bps on April 14 to 
about 55 bps on June 29. 


The Canadian dollar... closed at US$0.75 on June 30, 2004, up 
from US$0.74 on June 25, 2004. Nonetheless, the Canadian dollar has 
trended down since hitting a 10-year high of US$0.788 in early January. 
The gap between Canadian and U.S. interest rates narrowed and the 
U.S. dollar strengthened against major currencies. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Joseph Macaluso at 613-954-3495 or at 


macaluso.joseph@ic.gc.ca 


RECENT Developments 


New Web Site on Management Skills 
to Assist SMEs 


O wners and managers of SMEs have a new place 

to turn when confronted by a management challenge. 
Industry Canada’s new Managing for Business Success Web 

site provides practical advice for SME owners who need 
“just-in-time” solutions or simply want to run their business 
more successfully. The site has more than 270 links on key 
management functions such as strategy, leadership, operations, 


finance and human resources. 


The site was inspired by the growing body of research under- 


lining the correlation between management skills and business 


: Small E Business Quarterly 


ermissis ona tng this 
Ok as ae ght. oi Dorente s 
: aie 


success or failure, and the importance of strong management 


skills in moving entrepreneurial start-ups to profitable businesses. — 


We invite you to visit the site at 


www.str ategis. gc. ca/. sme-management 


Economic Forum on Women Entrepreneurs | 


‘Thee Canada, in collaboration with the Sprott School 
of Business at Carleton University, is organizing an Economic 
Forum on Women Entrepreneurs. On October 27-29, 2004, 
Canadian and international researchers will gather with senior 
federal officials in Ottawa to deepen understanding of the 
challenges faced by women entrepreneurs. The goal of the 
conference is to find ways to ensure that women entrepreneurs: : 
have every opportunity to succeed and contribute to the : 
economy. For information on participating in the conference, . 


please contact Anne Pigeon at pigeon.anne@ic.gc.ca i 


The 21st Conference of the Canadian 


Council for Small Business and 


Entrepreneurship 


 ———_ ¥ 
TR 21st Conference of the Canadian Council for Small 


Business and Entrepreneurship (CCSBE) will be held 
November 12 and 13 in Regina, Saskatchewan. Under the 
theme “Entrepreneurship and Economic Development: 
Innovation, Opportunity and Capacity,” academics, public 
servants, professionals and service providers will explore 
the relationship between entrepreneurship and economic 
development, as well as the roles that innovation, opportunity - 
and capacity play in entrepreneurship. Workshops will be 
organized around three main themes: research, education 


and practice. 


For more information on the CCSBE and the November 


conference, visit www.ccsbe.org 
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PERFORMANCE 


Trends 


Between the second quarter of 2003 and the 

second quarter of 2004, small businesses (businesses 
with fewer than 100 employees) lost nearly 1600 
jobs, which is equivalent to 1.7 percent of net new 
jobs in the Canadian economy. 


Bankruptcies numbered 2048 in the second quarter 
of 2004, a decrease of approximately 11 percent 
from the same quarter of 2003. 


[otal business loans outstanding’ from chartered 
yanks amounted to $93.2 billion in the second 
quarter of 2004, an increase of 2.5 percent from the 
jame quarter in 2003. Business loans below 


5500 000 accounted for approximately 20 percent 
of the total. 


Total debt outstanding for small and medium-sized 
¢mterprises from domestic banks declined from 
$48.2 billion in 1998 to $45.0 billion in 2002, 

. decrease of approximately 6 percent. 


Chere were 2.5 million self-employed workers in the 
irst quarter of 2004, an increase of 2.2 percent from 
he same quarter of 2003. 


Not including non-residential mortgages, agricultural loans, customer's 
iability under acceptances and other business loans. 


mber 2004 


Government 
Publications 


io Sas = a 


www.strategis.gc.ca/SMEquarterly 


SMALL BUSINESS 
EXPORTERS: 


More Important than 
was Thought 


new report by Industry Canada’s Small Business Policy Branch shows 


that small businesses contribute much more to exports than previously 


believed. 


While exports are a vital part of the Canadian economy — accounting for 

41 percent of Canada’s Gross Domestic Product in 2002' — the contribution 
of small businesses to exports has usually been perceived as very low. Part of 
this perception is a result of the way export data have been reported. Before 
2001, export data were reported by size of exports, not size of firm. Small 
exporters were defined as “firms that export less than $1 million annually” 


and they contributed 1.6 percent to the value of total exports in 2001. 


The new Industry Canada report has constructed exporter profiles by firm 
size, which presents a very different picture. The new exporter profiles in the 
report show that 85 percent of Canadian exporters are small businesses 
(businesses with fewer than 100 employees). More importantly, the report 
shows that in 2002 small businesses accounted for 20 percent of the total 
value of exports, much more than the 1.6 percent share of small exporters. 


Medium-sized businesses accounted for 16 percent of total export value and 


(continued on page 2) 
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large businesses for 64 percent. The average value of a Chart 1 shows the distribution of the value of exports 


small firm’s exports was $2.3 million in 2002. by firm size for different industries for 2002. In all 


Clearly, small firm does not equal small exporter. industries other than the manufacturing and the 


mining, oil and gas extraction/utilities industries, small 


Nevertheless, the proportion of small business Pe, 
businesses made the largest contribution to exports of 


exporters is less than their proportional share in the ’ ] 
any firm size category. In contrast, small businesses 


overall economy. The percentage of small businesses : ; ; 
contributed just 9 percent of manufacturing exports 


Sis. Sua! are yy ; d 
participating in exporting is 1.4 percent, compare sh tee ee nmtbacede pecan 
with 37.7 percent for large firms. Consequently, there 


appears to be potential for increasing the number of Perspectives on small business exports may need to be 
small businesses that export and, thereby, their share of revised in light of the new exporter profiles by size of 
the total value of exports. firm. Small businesses are now seen to make a much 


; more significant contribution to the total value of 
The report also showed that Canadian exporters are ea 
: exports. However, the participation rate of small 
more active, on average, than their counterparts in the ; Se heed 
: businesses in exporting is still very low, which suggests 
United States. In 2001, small Canadian businesses ; ; ; 
ae i that barriers continue to exist. Further research to 
exported $2.7 million (Canadian dollars) on average, 
‘ ; : explore the links between firms that export and firm 
while medium-sized and large businesses exported ; ‘ ; 
ie eth growth is under consideration. 

$13 million and $208 million. On average, American 


small businesses exported $0.9 million? and medium- The report will be available shortly on the Small 
sized and large businesses exported $4.5 million and Business Research and Policy Web site at 

$90 million annually. These differences reflect, in part, www.strategis.gc.ca/sbresearch. 

the size of the domestic markets in which these 1 Statistics Canada, CANSIM, table 380-0002 and Catalogue 


businesses operate. No. 13-001-XIB. 


2 The values of exports for the United States have been converted into 
Canadian dollars using the 2001 exchange rate obtained from the Bank 
of Canada. 


Chart 1: Distribution of Exports, by Firm Size, by Industry, 2002 
Mi Small (1-99) [1 Medium (100-499) E@ Large (500+ 


Industry 


Industry Aggregate Total oo - 
Manufacturing Some . 
Mining, Oil and Gas Extraction/Utilities Pees S 
Business Services a een : ae 
Agriculture, Forestry, Fishing and Hunting | Oo 
Wholesale Trade eee, 
Retail Trade ie | : 
Construction | eee 


Transportation and Warehousing ea vee 
Information and Cultural Industries/ EE 
Finance and Insurance Be 


0% 20% 40% 60% 80% 100% | 
Source; Statistics Canada, Canadian Exporter Registry, July 2004. 
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JOB Creation 


) 

1D)... from Statistics Canada’s Survey of Employment, Payrolls 
and Hours (SEPH) indicate that nearly 94 000 net jobs (payroll 
jobs) were created between the second quarters of 2003 and 
2004 (Table 1). That gain is much less than the gain of 295 000 
jobs achieved between the second quarters of 2002 and 2003. 
Table 1 shows that the total job growth recorded between the 
second quarters of 2003 and 2004 came from large businesses 
(500 employees and more). Small and medium-sized businesses 
(fewer than 100 employees and from 100 to 499 employees 
respectively) showed declines of 1.7 percent and 9.9 percent in 
‘net job creation for that period. 

(Table 2 displays a breakdown of net changes in average payroll 
employment by industry and business size. Net change is the 
difference between the average level of employment in the four 


quarters ending the second quarter of 2004 and the average level in 


| 


Total Net Change 
Quarter %, yly Jobs, y/y 0-4 5-19 
Q1 2001 Bo 445 716 NOR, 3 
Q2? 2001 2.8 344 534 2.0 8.8 
Q3 2001 1.8 220 349 30.4 2.6 
Q4 2001 0.9 118 891 33.4 oy) 
Q1 2002 0.9 109 548 -10.5 32.4 
Q2 2002 MEF 219 942 -2.2 5.4 
BB Q3 2002 2.9 371 463 -0.5 1.0 
Q4 2002 Buf 468 364 -1.0 2.0 
Q1 2003 33 417 855 1.6 41) 
Q2?2 2003 23 295 447 4.5 0.3 
Q3 2003 1.0 133 500 9.0 -5.9 
Q4 2003 0.7 88 971 Tes) JSS) 
QI 2004 0.5 63 120 12) 19.9 
Q2 2004 0.7 93 736 -20.0 D5) 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2004. 


| 

t 

| 

} 

/ 
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20-49 


8.2 
133 
17.3 
36.0 
43.3 
36.9 
24.1 
DOS 
17.6 
9.6 
14.3 
18.5 
15.9 
-28.9 


the preceding four quarters. Almost 95 000 net jobs were created 
during that period. Fully 60 percent of the job gains occurred in 
large businesses compared with 31 percent in small businesses. 
Among small and medium-sized businesses, firms with 5 to 19 


employees created the most jobs. 


The largest job losses (54 087) occurred in manufacturing and 
represented 57 percent of the net total. In contrast, three industries 
created 104 percent of the Canadian net total: health care and 
social assistance (38 percent); retail trade (34 percent); and 
administrative and support, waste management and remediation 
services (32 percent). Among small businesses, the industries that 
contributed the most to the total net creation were construction 
(75 percent); health care and social assistance (32 percent); other 
services (17 percent); and administrative and support, waste 


management and remediation services (16 percent). 


Table 1: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, Canada, 
Q1 2001 to Q2 2004 


% Contribution to Total Net Change by Size of Firm (Number of Employees) 


50-99 0-99 100-299 300-499 100-499 500+ 
6.1 25.8 11.4 3.6 15.0 SP 
ASI 36.2 11.0 Meif HSE 50.1 
15.8 66.1 0.1 -1.0 -0.9 34.8 
WBS) WA? -18.7 -39.8 -58.5 Be) 
S¥fail 102.3 -8.6 -26.8 -35.4 Spl 
Siloll 77.8 14.1 -16.4 -2.3 Q45 
25-5) 50.1 16.7 -8.7 8.0 41.9 
Mahi 47.0 13a -1.9 JL 41.9 
WS) 7f 38.7, etal DAS WS 45.4 
SS) 2339 12.4 4.5 16.9 52 
US/ Biel 16.6 11.4 28.0 38.9 
29.4 Sy) 17.6 13.8 31.4 28.7 
25.8 62.9 0.6 -37.4 -36.8 Ton) 
-45.4 -1.7 -31.3 ie -9.9 GME 
» (continued on page 4) 
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Table 2: Year-over-year ny Net Change! in Payroll Employment? by 
Industry and Firm Size, Q3 2002 to Q2 2004 


Educational services -0.2 =163837, ~ 187 152 107 949 LBD, -1 460 LEY 
Health care and social assistance Dei, 36 015 -73 5 475 265i), 1 230 9 289 501 3 346 
Arts, entertainment and recreation 1.8 4199 509 708 -167 -734 316 704 Oba) 
Accommodation and food services -2.0 215) /55) 2618 =) 296 UGH! =) 7288 -7406 -8568 = WWE 
Other services (excluding public administration) 1.8 8796-1217 4892 2010 -739 4 945 1 878 444 
Public administration 3.4 25330) 27, =; -237 1201 Qe 1994 -819 


Canada total* 0.7 94 832 185 19 436 4 637 5 182 29 439 2199 6 000 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2004. 


average level in the preceding four quarters. 


and military personnel in defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
3 Data for firms with 300 or more employees are suppressed because of confidentiality restrictions but are included in the size category and industry totals. 
4 Total net change in employment within each industry and by firm size may not add up because of rounding. 


BUSINESS 
Bankruptcies 


Total Net Change Total Net Change by Size of Firm (Number of Employees) 

Industry %, yly Jobs, y/lyt O04 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Forestry? -9.8 -5 852 -544 -169 -78 676 =115 1 029 

Mining and oil and gas extraction 6.3 SIS RAS -57 7 109 1 228 2 349 743 3 092 4792 
Utilities 3.2 3 682 37 167 -326 ANZ SRyy all) AA -381 -1 504 5 481 
Construction 43 DTDCL 5 325) G4 6967 4385 22040 4257 2 090 6347 -1 123 
Manufacturing -2.6 -54087 -1854 -1975 albsylS) =5}9)9)5) -9 342 -342 2 267 1925 -46 670 
Wholesale trade -0.4 -3 040 -2 523 173 -2 780 y) -5 121 -911 HS) -656 2730 
Retail trade DI 32 468 -1992 2436 ail Oe 1 068 244 -6254 -1708 -7962 40187 
Transportation and warehousing =13 “7 TS aa) 439 1098 1918 B32 i, -318 930 LP Sl ys) 
Information and cultural industries 139) 6312 110 48 645 1 843 2 646 2 376 -2 447 =f 3737 
Finance and insurance -0.1 -310 -1 263 904 -197 e252) 676 3 136 SS) 3291 ATA 
Real estate and rental and leasing 0.4 Sy Gx) -861 3 ait Nal) -312 -1 640 322, Is, 2 566 
Professional, scientific and technical services 0.1 Soph lk Oe, 1735 -1513 -1039 1 182 600 2 204 2804 -3453 
Management of companies and enterprises? =e -1 327 -161 218 -453 -509 -906 -530 

Administrative and support, waste management 

and remediation services Ded) AOU — BS) 1 097 659 2 582 4 723 4 523 -1791 2 [52 2s 


317, oo 
3847 22880 

1 659 2 226 
-10 595 2 245 
2 322 1529) 
Ms SMS) 
8199 57194 


| The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the second quarter of 2004 and the 


2 The data exclude selfemployed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private household services, religious organizations 


au... were 2048 business bankruptcies in Canada in the the previous quarter. The average liability was $328 000 per | 
second quarter of 2004, a drop of just over 11 percent compared bankrupt business — a 14-percent increase from the first quarts 
with the previous quarter (2308) and to the second quarter in ($287 000). The information and cultural industries, which 
2003 (2312). Four industries made up half of the commercial represented only 1.8 percent of bankrupt businesses, accounted |f 


bankruptcies: construction (318), retail trade (291), a quarter of liabilities in the second quarter. 


accommodation and food services (236), and transportation and 


warehousing (216). 


providing data according to the codes of the North American Industry Classification Syste) 


rather than the Standard Industrial Classification. This change in method may have affecte) 


Liabilities involved in bankruptcies in the second quarter of 2004 the accuracy of the comparisons in this text. 


amounted to $671 million, up 1.4 percent from $662 million in 


| 4 Small Business Quarterly — Vol. 6, No. 3, November 200. 


| 


| 


' Since the first quarter of 2004, the Office of the Superintendent of Bankruptcy has been | 


SELF-Employment 


S tatistics Canada’s Labour Force Survey distinguishes five categories 
’) g g 


of self-employed workers: 


* workers with incorporated businesses that use paid help; 

¢ workers with incorporated businesses that don’t use paid help; 

¢ workers with unincorporated businesses that use paid help; 

* workers with unincorporated businesses that don’t use paid help; and 


: unpaid family workers. 

Using special tables derived from the Labour Force Survey, Industry 
(Canada’s Small Business Policy Branch has created an occupational 
pfofile for the different categories of self-employed workers. Table 3 
shows the distribution of both employees and the self-employed across 
32 occupations at different levels of aggregation. 


In 2003, four occupational groups represented 67 percent of self- 


employed workers. Most of them were professionals in management 
(20 percent of the self-employed) and in sales and service occupations 
(19 percent), followed by tradespeople and operators of transportation 
and equipment (16 percent), and self-employed workers performing 


primary industry duties (12 percent). 


Just as in 2002, management professionals represented the majority of 
workers in incorporated businesses with paid help in 2003 

(43 percent) and those in unincorporated businesses with paid help 
(27 percent). However, these figures have dropped by 3 percent and 


2 percent, respectively, since 2002. The figures in the other trades 


Eor employees, 60 percent were concentrated in three occupational 
sroups. Sales and service occupations represented 27 percent of 
amployees, followed by 19 percent in business, finance and adminis- 
trative occupations, and 14 percent in trades, transportation and con- 
ptruction occupations. 


| 
| 


f 


(continued on page 6) 
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Data as of September 30, 2004 


Canada’s real Gross Domestic Product (GDP)... increased by 

4.3 percent (annualized) in the second quarter of 2004, following a 3.0-percent 
rise in the first quarter. Growth was fuelled by foreign demand, as real exports 
surged 21.6 percent, resulting in net exports adding 3.4 percentage points to 
GDP growth. Growth in final domestic demand moderated to 1.7 percent from 
5.9 percent in the first quarter, as growth in consumer spending slowed. On the 
income side, corporate profits rose 28.6 percent, following a 35.8 percent 
increase in the first quarter. Personal disposable income rose 8.0 percent, after a 
6.6-percent rise in the first quarter. The savings rate increased from 0.8 percent 
in the first quarter to 1.5 percent. 


Monthly real GDP... edged up 0.1 percent in July, after rising by a strong 
0.4 percent in June. This marks the fifth consecutive monthly increase in 
economic activity. Goods production rose 0.2 percent in July after growing 

0.3 percent in June. This reflects increases in all components except construction. 
Construction output declined 0.3 percent in July — the fourth consecutive 
monthly decline — but was still 2.3 percent higher than a year earlier. 
Manufacturing rose 0.3 percent in July, following a 1.6-percent growth in June 
and growth through most of 2004; manufacturing output was 5.9 percent higher 
than a year earlier. Service output rose 0.1 percent in July and 0.5 percent in 
June. Higher sales of grain and building materials spurred wholesale trade 

(0.6 percent), while spending on big ticket items (e.g., cars, furniture and 
electronics) contributed to a 0.5-percent increase in retail sales. Losses were 
posted by the education and the transportation and warehousing sectors. 


The economic outlook... remains encouraging, with the Consensus Forecast 
survey of September expecting real GDP growth in Canada to rise from 

2.0 percent in 2003 to 2.9 percent in 2004 and 3.3 percent in 2005. Real GDP 
growth in the United States is projected to rise from 3.0 percent in 2003 to 

4.3 percent in 2004 before moderating to 3.5 percent in 2005. 


Consumer spending growth... declined from 6.4 percent in the first 
quarter to 1.3 percent in the second. Spending on semi-durables grew 

2.3 percent, down from 15.7 percent in the first quarter, and durables grew 
3.7 percent, down from 9.2 percent in the first quarter. Spending on 
non-durables fell 1.1 percent in the second quarter, after an increase of 

5.3 percent in the first. Spending on services was up 1.7 percent, following a 
4.9 percent increase in the first quarter. 


Housing investment... and associated activity continued to rise in the 
second quarter, but at a slower pace. Residential investment increased 6.1 percent 
after rising 12.0 percent in the first quarter. This trend continued in the third 
quarter. Sales of existing homes decreased for a fourth consecutive month in July. 
The value of residential building permits fell 10.3 percent in July, following a 
25.4-percent increase in June. Despite a recovery in August, housing starts in July 
and August were only slightly higher than their second-quarter levels. 


Business investment in machinery and equipment... rose 

4.5 percent in the second quarter after increasing 9.6 percent in the first quarter. 
In 2003, machinery and equipment investment — stimulated by lower prices 
associated with the appreciation of the Canadian dollar — increased 4.5 percent, ’ 
following a decline of 1.2 percent in 2002. 


Corporate profits... rose 28.6 percent (annualized) in the second quarter, 
following a 35.8-percent increase in the first quarter. With healthy profits by 
manufacturers, oil and gas producers, and retailers, corporate profits rose to 
13.8 percent of GDP in the second quarter (compared with the historical 
average of 10 percent). 


(continued on page 7) 
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Table 3: Employment Shares by Selected Occupations and Category of Worker, 2003 


Self-employed Workers 
Incorporated Unincorporated 
Unpaid 
With Paid NoPaid WithPaid No Paid Family 
Employees Total Help Help Help Help Workers 
Occupation % % % % % % % 
Management occupations 7 20 43 17 27, 11 — 
Senior management occupations 1 0.4 1 oa — —- — 
Other management occupations 6 20 42 17 A] 10 — 
Business, finance and administrative occupations 19 10 9 14 7 9 23 
Professional occupations in business and finance 5 4 9 5 5 0.5 
Financial, secretarial and administrative occupations 5 3 4 4 2 2 12 
Clerical occupations, including supervisors 2 D, 1 Ds 1 2 10 
Natural and applied sciences and related occupations 7 6 4 12 2 5 — 
Health occupations 6 5 5 2 12 4 — 
Professional occupations in health, nurse supervisors and 
registered nurses 3 4 5 1 11 py) = 
Technical, assisting and related occupations in health 3 1 0.4 0.3 0.3 1 — 
Dccip ations = SH science, education, government 8 4 > 3 6 4 a 
service and religion 
Teachers and professors 4 i 0.1 0.3 0.4 1 — 
Other occupations in social science, government service 
and religion 3 3 2 2 6 3 — 
Occupations in art, culture, recreation and sport 2 7 2 7 2 10 1 
Sales and service occupations 27. 19 10 14 14 25 20 
Wholesale, technical, insurance, real estate sales 
specialists, and retail, wholesale and grain buyers 3 6 6 9 4 6 = 
Retail salespersons, sales clerks, cashiers, including retail 
trade supervisors 8 0.2 = — = —= 8 
Chefs and cooks, and occupations in food and beverage service, 
including supervisors 4 = — — — 
Occupation in protective services 2 0.2 0.2 0.2 — — — 
Child care and home support workers 2 5 i 2 9 — | 
Sales and service occupations not elsewhere classified 9 7 3 4 7 10 8 | 
Trades, transport and equipment operators and related | 
occupations 14 16 14 17 15 18 6 
Contractors and supervisors in trades and transportation 1 5 12 2 10 1 = } 
Construction trades 2 4 i 3 2) 6 — 
Transport and equipment operators 4 4 ] i 1 6 a 
Trades helpers, construction, and transportation labourers and 
related occupations D 0.2 — — = 0.2 — 
Other trades occupations > 5 1 5 1 5 0.4 
Occupations unique to primary industry 2 12 8 11 13 13 44 
Occupations unique to processing, manufacturing | 
and utilities 9 2, 3 D 2 1 — 
Machine operators and assemblers in manufacturing, including 
supervisors 8 D) 3 2 y) ii = ] 
Labourer in processing, manufacturing and utilities 2, — — == = — = 
Total, all occupations! 100 100 100 100 100 100 100 


Source: Statistics Canada, Labour Force Survey, special tabulations, 2003. t 
' Totals may not add up because of suppressed values. 
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Changes in SME Demand for Debt 


! 
FINANCING 
PBsancing for small and medium-sized enterprises (SMEs) 
continues to be a key focus for government. In fact, nearly half 
(49 percent) of SMEs used debt (defined as commercial loans and 
. of credit) in 2000 to finance their business operations. 
‘Data from the Canadian Bankers Association and the SME 
Financing Data Initiative, however, indicate a 7-percent decline in 
debt outstanding for SMEs — from $48.2 billion in 1998 to 
$45 billion in 2002 (see Table 4). SMEs are using less of the debt 


financing that banks have made available to them. 


Table 4: Amounts Authorized and Outstanding 
to SMEs by Chartered Banks, 1995-2002 


Amounts Amounts 

Authorized! Outstanding” Difference 

Year ($ millions) ($ millions) ($ millions) 
1995 66 465 46 082 20 383 
1996 66 635 45 962 20 673 
LO, 69 821 47 337 22 484 
wm 1998 71 485 48 192 23293 
1999 71 498 47 911 23 587 
im 2000 70 501 46 296 24 205 
@ 2001 70 179 45 681 24 498 
2002 70 789 45 020 25 769 


Source: Canadian Bankers Association (1995-1999); SME Financing Data Initiative — 
Statistics Canada, Survey of Suppliers of Business Financing (2000-2002). 


‘Authorization of less than $1 million” is a proxy definition of an SME. 


? As of December 31 for each year, the amount outstanding on a line of credit or the 
total amount of any loans with debt outstandin 


‘According to the Conference Board of Canada,' this decline in the 


demand for debt is not necessarily a decline in the supply of capital 


to SMEs. While better economic conditions may explain this trend, 
itis also possible that other forms of financing have become more 

attractive to SMEs. For example, the Canadian venture capital (VC) 
market experienced solid growth between 1996 and 2002, with new 
a raised increasing by 88 percent and the number of VC funds 


increasing by 117 percent. 


The SME Financing Data Initiative — a partnership between 
Industry Canada, Statistics Canada and the Department of Finance 
(www.strategis.ic.gc.ca/fdi) — will continue to investigate this 
trend and the role of other sources of financing in the growth of 


Canadian SMEs. 


| Shutt, Theresa, and Pierre Vanasse, A Changing Demand for SME Debt Financing? 
\Conference Board of Canada, January 2001. 
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Data as of September 30, 2004 


(continued from page 5) 


The current account... rose to $41.7 billion annualized in the second 
quarter, the second highest level ever, and the 20th consecutive surplus. The 
increase was led by the merchandise trade surplus, which reached $80.2 billion 
as exports rose 10.1 percent compared with a 7.8-percent growth in imports. 
Automotive products, industrial goods and energy products led the increase in 
exports. The deficit in services decreased by $0.3 billion to $11.7 billion, while 
the deficit in investment income increased by $5.8 billion to $27.2 billion, 

as profits earned by foreign direct investors rose markedly. 


The July Business Conditions Survey... indicated that manufacturers’ 
outlook on prospects for the third quarter were more upbeat than in April. 
The balance of opinion for production prospects rose 3 points to +10 in July. 
This was mainly because of continued optimism by 16 of 21 manufacturing 
groups, led by the chemical and machinery and equipment industries. This 
suggests that manufacturing growth should continue in the third quarter. 
Sixty-three percent of manufacturers expected to keep their production 
unchanged and 23 percent expected to raise it. Eighty-eight percent of 
producers stated that their work force would remain the same or increase. 
Seventy-eight percent of manufacturers reported no production impediments 
(impediments include shortages of skilled labour and raw materials such 

as steel). 


Employment... edged down by 7000 in August, following an increase of 
9000 in July. The pause in employment growth in the past two months follows 
strong growth of 0.8 percent from April to June (130 000 jobs created). Since 
August 2003, employment has increased by 318 000 (2.0 percent); all of this 
increase is full-time positions. The unemployment rate remained at 7.2 percent 
in August after edging down from 7.3 percent in July. The unemployment rate 
is down from a recent peak of 8.0 percent in August 2003 but up from a low 
of 6.7 percent in June 2000. 


The Consumer Price Index (CPI)... posted a year-over-year increase of 
1.9 percent in August after a 2.3-percent increase in July. The moderation in 
inflation was primarily attributable to a slower increase in gasoline prices 

(7.8 percent in August versus 17.9 percent in July). “Core” inflation, which 
excludes the most volatile components of the overall CPI and indirect taxes, 
fell from 1.9 percent in July to 1.5 percent in August, still within the official 
1-3 percent target range for monetary policy. 


The Bank of Canada...raised the overnight rate by 25 basis points (bps) 
to 2.25 percent on September 8, indicating the Canadian economy grew faster 
in the first half of the year than the Bank had expected and the economy was 
now operating close to production capacity. The Bank is widely expected to 
raise the rate further in the coming months. In the United States, the Federal 
Reserve raised its federal funds rate 25 basis points to 1.75 percent on 
September 21, bringing total increases since July to 75 basis points. Consistent 
with these developments, the spread between the Canadian 90-day corporate 
paper rate and its U.S. counterpart has narrowed by about 40 bps since April 
to about 70 bps on September 28. 


The Canadian dollar... closed at US$0.793 on September 30, 2004, an 
11-year high. The dollar has staged a recovery since mid-May, when it hit a 
recent low of US$0.712. The loonie had appreciated by 16.4 percent from 
about US$0.670 in early January 2003 to a 10-year high of about US$0.780 
in early January 2004. The recovery in the Canadian dollar reflects Canada’s 
strong economic performance compared with the United States and continued 
strength in commodity prices. Moreover, renewed concern about the large 
budget and trade deficits in the United States have weighed against the U.S. 
dollar. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Joseph Macaluso at 613-954-3495 or at 


macaluso.joseph@ic.gc.ca 


RECENT Developments 


Growth Firms Workshop 


i ndustry Canada’s Small Business Policy Branch has been 


working with several partners — Statistics Canada’s Science, 


Innovation and Electronic Information Division; the National 


Research Council’s Industrial Research Assistance Program; 


and the Government of Ontario — on a project to analyze 


the growth of Canadian firms. The participants in this project 


held a workshop on September 29 to discuss their findings, 


lessons learned and next steps. 


The workshop included both technical discussions and debate 


on the broad policy implications of this work. Much of the 


discussion was forward-looking and focussed on finding a 


common definition of growth, examining the role of manage- 


ment skills in growth, and shifting the focus from 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the:recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


Please send your comments to the editor: 


Annie Payant 

E-mail: payant.annie@ic.gc.ca 
Small Business Policy Branch 
Industry Canada 

235 Queen Street 

Ottawa ON: KIA 0H5 

Tel.: (613) 941-7628 

Fax: (613) 946-1035 


Web site: www.strategis.gc.ca/sbresearch 
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employment growth to productivity. For more information on 


the workshop or the project, please contact David Halabisky 


at halabisky.david@ic.ge.ca. 


APEC Small and Medium Enterprises 
Ministerial Meeting 


Ce participated in the 11th Asia-Pacific Economic 
Cooperation Small and Medium Enterprises (APEC SME) 
Ministerial Meeting in Santiago, Chile, on October 6-7, 
2004. The theme for the meeting was “entrepreneurship 
development” with the following sub-themes: regulation; 
innovation and technology; finance; and human resources. 
Further information may be obtained at 


http://www.apec2004.cl. 


Taking Care of Business Report 


le Care of Business explores government-to- 


business service delivery from the perspective of the business 
community. The study was published in April 2004 as a result 
of a collaborative effort between more than 20 public-sector 


organizations across Canada, including Industry Canada. 


In recent years, governments across Canada have spent a 
significant amount of time improving service delivery to 
businesses. However, the public sector has lacked a feedback 
mechanism for hearing directly from businesses about their 
experiences, expectations and priorities for service 
improvement. Based on a representative sample of almost 
6000 Canadian businesses in every province and territory, 
Taking Care of Business represents the latest collaborative effort 
to improve service to the business community, giving public- 
sector service managers across Canada a roadmap to service 


improvement. For more information, visit www.iccs-isac.org. 
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| PERFORMANCE 
i] Trends 


etween the third quarter of 2003 and the third 
quarter of 2004, small businesses (those with fewer 
han 100 employees) lost approximately 1270 jobs 
pr almost 0.8 percent of net new jobs in the 
Canadian economy. 


There were 2.35 million business establishments 
n June 2004, an increase of 5.3 percent from 
une 2003. 


3ankruptcies numbered 1796 in the third quarter 
of 2004, a decrease of approximately 10 percent 
3 the same quarter of 2003. 


[otal business loans outstanding! from chartered 
yanks amounted to $93 billion in the third quarter 
of 2004, virtually the same amount as in the third 
juarter of 2003. Business loans of less than 

oo 000 accounted for 21 percent of the total. 


During 2002-03, 11 252 loans worth 

$955.9 million were granted under the Canada 
i Business Financing program. More than half 
57 percent) of this amount was provided to 
tart-up businesses. It is estimated that the program 
elped to create almost 31 200 jobs during 

his period. 


here were 2.48 million self-employed workers in 
he third quarter of 2004, an increase of 1.9 percent 
the same quarter of 2003. 


uding non-residential mortgages, agricultural 
and customers’ liability under acceptances. ( 
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Government 
Publications 


(Meaney ee sR 


www.strategis.gc.ca/SMEquarterly 


MOMENTUM: 


An Economic Forum 


DW scoscs Canada and the Eric Sprott School of Business of Carleton 
University organized an Economic Forum on Women Entrepreneurs in 
Ottawa from October 27—29, 2004, to examine the research on differences 
between women and men entrepreneurs, and to discuss the implications for 
entrepreneurship and for small business policies and programs. The Forum 
represented a unique opportunity to bring together researchers and policy 


makers in this area. 


Industry Canada research presented at the Forum indicated that women 
business owners have become an integral part of the Canadian economy. 
Measured by the number of firms, women’s entrepreneurship in Canada has 
tripled over the last 20 years.' In 2001, firms with at least one female owner 
accounted for 47 percent of all small and medium-sized enterprises (SMEs), 
and these firms employed 2.6 million people. Women held majority 
ownership in 18 percent of SMEs, and these firms employed almost 

570 000 people. 


SMEs in which women owned a majority brought in combined annual 
revenues of $72 billion in 2000, representing 8 percent of all revenues from 
Canada’s SMEs. Although women operate SMEs in all sectors of the economy, 
they are disproportionately located in the service sector. In 2001, 80 percent 
of SMEs owned by women were in the service industries, compared with 


59 percent of SMEs owned by men. 


(continued on page 2) 
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There are other notable differences between firms owned 


by women and those owned by men. For example: 


* in 2001, 85 percent of firms owned by women were 
microbusinesses (with fewer than 5 employees), com- 
pared with 79 percent of firms owned by men; 

* in 2000, average annual sales for firms owned by 
women were $318 000, compared with $680 000 for 
firms owned by men; 

¢ in 2000, net profit for businesses owned by women 
averaged just over half that for businesses owned by 
men ($34 000 compared with $65 000); 

* 17 percent of SMEs in which women owned a 
majority made a request for debt in 2000, compared 
with 23 percent for SMEs owned by men; and 

¢ in 2000, small businesses owned by women were 
slightly less likely to be involved in exports 
(8 percent compared with 11 percent for SMEs 
owned by men). 

To better understand the factors behind these 

differences, researchers, representatives of associations of 

women business owners and those who provide services 

to women entrepreneurs presented information on a 

variety of issues. Round-table discussions followed, in 

which delegates considered the implications of the 
research findings for public policy and identified 
priorities for action. Participants were very positive 
regarding both the content and format of the Forum and 
several commented that the event was a first and long- 


awaited attempt to meld research and policy. 


JOB Creation 


A= to Statistics Canada’s Survey of Employment, 
Payrolls and Hours, close to 159 000 net jobs (payroll jobs) 
were created between the third quarter of 2003 and the 
third quarter of 2004 (Table 1), representing an increase 
of 1.2 percent. This gain is greater than the growth 

(133 500 jobs) recorded between the third quarter of 2002 
and the third quarter of 2003. As Table 1 indicates, total 
growth in employment was generated by large firms 

(500 employees and over) between the third quarter of 
2003 and the third quarter of 2004. Small and 


medium-sized firms (those with fewer than 100 employees 


(continued from page 1) 


From the discussions, it is evident that there is 
considerable room for further research in this area. 


For example: 


¢ there is a lack of data on use of small business 
programs by gender of clients; 

¢ little, if any, information is available on the impacts 
of existing SME policies and programs on firms 
owned by women; and 

* a new approach to understanding gender differen 
in entrepreneurship needs to be considered, since 
“traditional” explanations of why firms owned 
by women lag behind those owned by men 
(e.g. younger firms, concentration in service 
industries, etc.) are not borne out by research. 

A report summarizing the research findings and the 

recommendations will be shared with federal 

departments and agencies responsible for 

entrepreneurship and for small business policies 


and programs. 


Selections of the research presented at the Forum will 
featured in a special issue on women entrepreneurs an 
public policy in the Journal of Small Business and 
Entrepreneurship to be published in fall 2005. 


For more information on the Forum, see 


www.sprott.carleton.ca/forum/ 


' The data in this article are drawn from the SME Financing Data Initiative, @ 
federal initiative that aims to provide comprehensive, reliable data on SME 


financing in Canada. 


and 100-499 employees respectively) experienced decline: 


of 0.8 and 6.3 percent in net job creation over this period 


Table 2 indicates, using four-quarter averages, how the ye 
over-year change in employment by size of firm varied : 
across provinces and territories. Total job growth rates we 
highest in Nunavut (3.4 percent), Saskatchewan 
(2.4 percent), Alberta (1.6 percent) and the Northwest 
Territories (1.6 percent). Among small firms, 

the 5-19 catgory was the only class to record an increase 


in net payroll jobs (2.4 percent). 


(continued on page & 
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Quarter 


QI 2001 
Q2 2001 
Q3 2001 
Q4 2001 
Qi 2002 
Q2 2002 
Q3 2002 
Q4 2002 
QI 2003 
Q2 2003 
Q3 2003 
Q4 2003 
QI 2004 


Q2 2004 
Q3 2004 


Total Net Change 

%, yly Jobs, y/y 
3, 445 716 
2.8 344 534 
1.8 220 349 
0.9 118 891 
0.9 109 548 
LEZ 219 942 
AY) 371 463 
Shi 468 364 
$F) 417 855 
2.3 295 447 
1.0 133 500 
0.7 88 971 
0.5 63 120 
0.7 93 736 
il 158 969 


0-4 
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33.4 
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-2,2 
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ES) 


-20.0 
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% Contribution to Total Net Change by Size of Firm (Number of Employees) 


5-19 


a3) 
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1.0 
2.0 
-0.2 
0.3 
=e) 
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DS 
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17.6 
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-28.9 
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0-99 


6.1 
yah 
15.8 
We) 
Sia 
Oye) 
M5)5) 
UB} 
19.7 

9.5 
15.7 
29.4 
25.8 


-45,4 
-30.6 


0-99 


25.8 
36m 
66.1 
1232 
102.3 
77.8 
50.1 
47.0 
38.6 
Zh) 
33.1 
39.9 
62.9 


lef 
-0.8 


100-299 


11.4 
11.0 
0.1 
-18.7 
-8.6 
14.1 
16.7 
heal 
(lt 
12.4 
16.6 
17.6 
0.6 


=3)lle3} 
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300-499 


3.6 
if 
-1.0 
=o ss) 
-26.8 
-16.4 
-8.7 
-1.9 
2.8 
4.5 
11.4 
13.8 
-37.4 


PINES) 
3.4 


100-499 


15.0 
Uf 
-0.9 
58.5 
-35.4 
-2.3 
6.0 
HAE I 
UY) 
16.9 
28.0 
314 
-36.8 
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Table 1: Year-over-year Quarterly Net Change in Payroll Employment by Firm Size, Canada, 


QI 2001 to Q3 2004 


500+ 


Soy? 
50.1 
34.8 
2y3) 
Spohl 
24.5 
41.9 
41.9 
45.4 
ey 
38.9 
28.7 
Tks) 


HRSA 
107.1 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2004. 


and Firm Size, Four-quarter Averages, Q4 2002 to Q3 2004 


Table 2: Year-over-year Annual Net Change! in Payroll Employment by Province and Territory 


Total Net Change Growth Rates (%) by Size of Firm (Number of Employees) 

%,yly Jobs, y/y 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Newfoundland 0.2 44] -0.4 5.8 Be -1.2 Ay -3.6 23.6 3.8 -2.3 
Prince Edward Island 0.9 574 1.0 -1.4 -3.5 De) -1.8 -2.7 4.3 -0.7 4.6 
Nova Scotia -0.8 -3 170 -3.0 We3} ail) -0.8 -0.7 -0.9 Sil 0.6 -1.5 
New Brunswick -2.4 -7 227 -0.9 -0.2 -2.4 -4,0 -1.6 -6.2 -9.3 -7.1 -1.7 
Quebec 0.6 Ace al 5) ile} 155) 0.1 0.5 -1.2 -0.8 -1.1 Ie) 
Ontario 0.9 43 582 -1.2 2S -1.2 -1.6 -0.1 alll 0.3 -0.7 DiS) 
Manitoba -0.9 -4 456 -3.0 3.0 -3.6 -7.3 -2.2 =D -4.1 -3.1 1.0 
Saskatchewan 2.4 9 396 NY 2.8 -2.2 -3.4 -0.7 -3.3 Tcl 0.0 6.4 
Alberta 1.6 BN) 1.8 Syl -1.9 0.4 1.0 3.4 -1.4 2.0 IND) 
British Columbia Lad 20 470 0.0 4.0 1.8 -0.4 18 DEG 4.8 Be -0.1 
Yukon? -0.7 -105 -2.7 4.0 2.4 0.8 Uh 0.2 — — — 
Northwest Territories? 1.6 347 6:5 1.8 4.3 -9.1 -0.7 9.1 — = = 
Nunavut? 3.4 365 -6.0 -7.9 -0.8 25.4 Bhul -6.8 — — — 
Canada Total 0.8 101 199 -1.1 2.4 -0.3 -1.1 0.3 -0.5 0.6 -0.2 5) 
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Source: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2004. 


~ 


* Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals, 


' The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the third quarter of 2004 
and the average level in the preceding four quarters. 

* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


SELF-Employment 


In contrast, self-employed women worked only 
Swe Canada’s Labour Force Survey distinguishes 0.7 hours per week more than their employee 
five categories of self-employed workers: counterparts — 33.3 hours as opposed to 32.6 hours. 
* workers with incorporated businesses that use In part, this reflected the 26 percent of self-employed 
paid help; women who worked more than 40 hours per week, 
* workers with incorporated businesses that don’t use compared with only 5 percent of female employees. 
paid help; At the same time, self-employed women are more like 
¢ workers with unincorporated businesses that use than female employees to work part time (less than 
paid help; 30 hours.per week): 39 percent of self-employed 
¢ workers with unincorporated businesses that don’t use women said they work part time, compared with 
paid help; and 26 percent of female employees. These two influences 
* unpaid family workers. effectively cancelled each other out in overall 
Using special tables derived from the Labour Force average hours. 
Survey, Industry Canada’s Small Business Policy Branch ‘ 
Self-employed men with paid help worked the longes 


has created an occupational profile for the different 


hours — 49 hours per week on average, with 
categories of self-employed workers based on custom- P oo 


: 59 percent of this group working more than 40 hour’ 
ary hours of work. 
per week. The trend is the same for women, but to a 

In 2003, self-employed workers worked, on average, more lesser extent. Self-employed women with paid help 
hours per week than employees. The gap was wider for worked an average of 40 hours per week, compared 
men: self-employed men worked an average of 44.6 hours with 33 hours for self-employed women who do not. 


per week, compared with 38.2 hours for male use paid help. The group most likely to work part tin 


employees — a difference of 6.4 hours. Contributing to is self-employed women who do not use paid help — 
this is the fact that 48 percent of self-employed men 34 percent of those with incorporated businesses and 
worked more than a normal 40-hour work week, com- 47 percent of those with unincorporated businesses | 
pared with only 16 percent of male employees (Table 3). worked part time. | 


| 


Table 3: Distribution of Self-employed Workers and Employees by Hours Worked per Week, Annual — 
Average, 2003 


Men Women 
Self-employed Self-employed | 
Incorporated — Unincorporated Incorporated Unincorporated | 
Usual Hours Baplovess With No With No Unpaid eanlgcs With No With No Unpaid | 
Worked ease eae at Paid Paid Paid Paid Rant yee Paid Paid Paid Paid Family | 
per Week Total Total Help Help Help Help Workers’ Total Total Help Help Help Help Workers. 
1-4 3.7% 4.5% 1.0% 3.1% 2.0% 7.3% 25.4% 7.4% 16.5% 6.8% 12.2% 5.5% 21.1% 28.8% 
5-29 6.8% 8.5% 3.0% 7.8% 5.5% 12.4% 17.0% 19.0% 22.2% 14.8% 21.8% 13.3% 25.5% 27.2%) 
30-34 3.9% 6.8% 3.4% 6.6% 5.0% 9.3% — 9.5% 10.2% 8.1% 10.2% 10.6% 10.5% 14.8% 
35-39 18.1% 6.3% 4.8% 7.4% 5.7% 7.0% — 30.3% 7.7% 8.7% 8.3% 7.8% 7.4% 2.9%) 
40 51.6% 25.9% 28.8% 27.6% 22.3% 24.9% 47% 29.0% 17.4% 27.1% 19.9% 21.2% 141% 13.2% 
41-49 8.7% 8.9% 9.9% 8.6% 9.8% 8.1% 6.2% 3.0% 5.8% 7.0% 5.9% 8.2% 5.1% 0.6% 
50 or more 7.2% 39.2% 49.0% 38.8% 49.7% 31.1% 26.6% 1.8% 20.3% 27.5% 21.7% 33.4% 16.3% 12.5%. 
Total 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 100% 
Average (hours) 38.2 44.6 49.0 45.1 48.6 41.1 S52 32.6 2ke) SPY, 35s 41.7 30.2 27.0) 
Source: Statistics Canada, Labour Force Ab, 2004. 
! Some of the data for unpaid family workers are unavailable because their values were suppressed in the original source due to confidentiality restrictions. However, these values are included itt} 


the total and are used to calculate average hours worked per week. 
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BUSINESS AUG 


Ty ; ae : $ Canada’s real Gross Domestic Product (GDP)... increased by 
here were 1796 business bankruptcies in the third quarter of 3.2 percent (annualized) in the third quarter of 2004, following a 

2004,! the lowest level in 17 years. This represents a drop of 3.9-percent rise in the second quarter. Growth was driven by final domestic 
demand (including consumer, business and government spending), which 
rose to 3.3 percent from 2.1 percent in the second quarter, and a substantial 
(2048) and a drop of 10 percent from the number in the third quarter build-up in inventories. On the income side, corporate profits rose 

of 2003 (2006). Four industries made up more than half of 8.5 percent, following a 33 7-petcent CTAB’ growth in the first coke 
quarters of 2004. Personal disposable income increased 2.0 percent in the 
third quarter, down from 5.0 percent in the second, owing in part to the 


12 percent from the number of bankruptcies in the previous quarter 


commercial bankruptcies: construction (289); retail trade (283); 


accommodation and food services (215); and transportation and inclusion of Ontario’ health premium in the national accounts as a tax. 

1 2 te is e rire J - 
warehousing (180). This last category showed the greatest Monthly real GDP... was unchanged in September and October, after 
improvement, however, with a 17-percent decline in bankruptcies strong gains in the previous three months. However, October output was 


3.2 percent higher than a year earlier. Goods production went down 

0.2 percent, after a 0.1-percent decline in September. This reflects decreases 
in all components, except agriculture and mining. Construction posted the 
largest drop (0.6 percent). Manufacturing output declined 0.3 percent after 


_ compared with the second quarter. 


On the other hand, liabilities involved in bankruptcies showed a sharp, 


quarter-to-quarter increase, rising by almost 54 percent from a 0.2-percent decrease in September, but was 4.8 percent higher than a year 
r “ce nen acest earlier. Service output rose 0.1 percent in October, the same as in 
$670 million to $1.034 billion. The average liability was $576 000 per P ae 3 
5 September, and stood 3.2 percent higher than a year earlier. The largest gain, 
bankrupt business, a 75-percent quarterly increase. The manufacturing in October, was posted by retail trade (0.9 percent), boosted by incentives 
) 8 P y P y 


for motor vehicle sales. Labour strikes in the federal government reduced 
federal public administration output by 1.2 percent and the lockout of the 
National Hockey League players resulted in a 2.1-percent drop in output by 
in the third quarter, although they represented only 13 percent of the arts and entertainment industries. 


sector and the agriculture, forestry, fishing and hunting sector together 


accounted for 55 percent of total liabilities from business bankruptcies 


total number of business bankruptcies. The economic outlook... has been revised down somewhat, with the 
Consensus Forecast survey of December expecting real GDP growth of 

2.7 percent in 2004 and 3.0 percent in 2005, down from 2.9 percent in 
2004 and 3.3 percent in 2005 expected three months ago. The lower growth 
for 2004 largely reflects downward revisions to real GDP in the first two 
quarters of 2004, while that of 2005 reflects weak economic data and a 
substantially higher Canadian dollar than expected. 


5 U S ! N le S S Consumer spending growth... rose 3.0 percent in the third quarter, up 


, from 2.1-percent growth in the second quarter. This was largely the result of 
E i a b / h i an acceleration in spending on semi-durables (8.9 percent) and on durables 
S Z S iN é V1 S (4.8 percent). Spending on services rose 2.1 percent, down from 2.3-percent 
! 


growth in the second quarter. 


"Since the first quarter of 2004, the Office of the Superintendent of Bankruptcy has been providing 
data according to the codes of the North American Industry Classification System rather than the 
Standard Industrial Classification. This change in method may have affected the accuracy of the 


comparisons in this text. 


im LN 
ccording to Statistics Canada’s Business Register, there were nearly Housing investment... and activity moderated in the third quarter as 
: : : ‘ residential construction grew 3.3 percent, half the growth posted in the 
2 347 000 business establishments! in Canada in June 2004, an 6 Pee ee Baas 
second quarter. The slowdown was noticeable in the resale of existing 
increase of 5.3 percent from June 2003. Over this period, the number homes, where ownership and transfer costs dropped 15.6 percent, after an 


increase of 25.6 percent in the previous quarter. Renovations posted growth 
of 12.3 percent, following a 3.9-percent increase in the second quarter. 
Recent indicators point to a further slowdown in the housing sector in the 

, 10.1 percent. At the same time, the number of employer businesses fourth quarter. Average housing starts in the first two months of the fourth 
quarter were 6.6 percent lower than housing starts in the third quarter. 


of businesses in the indeterminate category (businesses without 


employees)’ increased by nearly 120 000, an increase of 


(businesses with employees) declined by around 800 compared with 


|1 047 132 recorded in June 2003, representing a drop of just Business investment in machinery and equipment... advanced 
i 8.2 percent in the third quarter (the seventh consecutive quarter of growth), 


0.1 percent. Table 4 provides a breakdown of business establishments after a 5.5-percent increase in the second quarter. In 2003, machinery and 


by number of employees and industry. equipment investment, stimulated by lower prices associated with 
appreciation of the Canadian dollar, increased 4.5 percent, following a 
In June 2004, small businesses (those with fewer than 100 employees) decline of 1.2 percent in 2002. 


accounted for almost 98 percent of employer establishments. Of these, Corporate profits (before taxes)... rose 8.5 percent (annualized) in 

97.5 percent were microbusinesses with fewer than 5 employees; the third quarter, following a 33.0-percent increase in the second quarter. 

37.9 eee Tes oe At 13.9 percent of GDP, corporate profits are well above their 10-year 

97.2 percent had 5-49 employees; and only 2.9 percent, or Gverape of Ll percent 
10 


31 000 business establishments, had 50-99 employees. 


(continued on page 7) 
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(continued on page 6) 
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More than one third of small business establishments were 


active in one of the following three sectors: retail trade; | For an individual business establishment to be included in Statistics Canada’s 


professional, scientific and technical services; and Business Register, the company to which it belongs must meet one of the following 
Penetracuon Among employer Pycrobieinesses criteria: have at least one paid employee (with payroll deductions remitted to the 

’ ‘ Canada Revenue Agency), have annual sales revenues of $30 000, or be incorporat 
(1-4 employees), more than one third were found in and have filed a federal corporate income tax return at least once in the previous th 


professional scientific and technical services; construction; years. Some business establishments can belong to the same company and each cor 
’ > > 


; F 2 . pany owns at least one business establishment. 
or other services (the same three industries as in 


> The Business Register classifies a business as “indeterminate” when it cannot be de 
June 2003). Medium-sized employer businesses mined through payroll data that the firm has paid employees. The firm may, howe 
(100-499 employees) were most heavily concentrated in have a work force of contract workers, family members and/or owners. 


manufacturing (21 percent) and retail trade (13 percent). 


Table 4: Business Establishments by Size of Employment and Industry, June 2004 


Employer Businesses 


Distribution 
Number of Employees (%) 

Industry Grand Total Indeterminate! Total 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 
Agriculture, forestry, fishing 

and hunting 198 087 139118 58969 43185 7888 4486 2454 655 223 70 8 Sef ig} 
Mining and oil and gas extraction 16 206 7917 8289 4801 1113 SO ik 334 185 119 52 0.8 14 
Utilities 2 039 826 1 213 532 207 150 144 60 42 38 40 0.1 0.4 
Construction 266 121 154881 111240 73589 16769 10227 6959 2386 899 331 80 10.8 oh 
Manufacturing 105 620 43393 62227 26689 9343 8163 8448 4611 2912 1619 44) 5.6 20.9 
Wholesale trade 125 606 61 217 64389 32317 11993 9288 7274 2185 947 324 61 6.2 a) 
Retail trade 227 222 94512 132710 60454 31663 21563 11956 4130 2016 821 107 Deh 13.1 
Transportation and warehousing 112 613 66644 45969 30945 5748 3948 3150 1185 527 329 137 44 33) 
Information and cultural industries 32774 19 048 13726 7304 2016 1582 1643 585 331 178 87 Ie OS 
Finance and insurance 108 615 74171 34444 17489 5475 4567 4858 1056 532 298 169 Bs 3.8 
Real estate and rental and leasing 175 421 135149 40272 24893 6602 4304 2951 979 343 149 51 39) 28 
Professional, scientific and 

technical services 316 840 201471 115369 81553 14982 9402 6219 1 896 795 405 ial julley? 5) 
Management of companies and 

enterprises 91 102 74 049 17053 10249 2470 1838 1436 600 282 107 71 1.6 1.8 
Administrative and support, 

waste management and 

remediation services 110 702 62708 47994 27773 8030 5477 4014 1445 716 403 136 4.6 5.2 
Educational services 22 008 10 279 11729 6086 1917 1400 1039 3S) 245 AM 426 Th 7 
Health care and social assistance 96 850 13550 83300 47588 16022 9468 5678 2066 1279 808 391 1S) 9.6 
Arts, entertainment and recreation 43 236 25 166 18070 9938 3155 2242 1690 575 291 133 46 Wy 2.0m 
Accommodation and food services 116 296 41575 74721 29153 14725 14028 11297 4000 1143 306 69 Te 6.7 
Other services (excluding public 

administration) 171 358 74 804 96554 64809 17149 8711 4281 1 023 393 147 4] 94 25 
Public administration 8 165 58 8107 2305 1704 1105 1203 644 447 361 338 0.7 3.7 
Total all industries 2 346 881 1 300536 1046 345 601 652 178971 122856 87472 30810 14548 7167 2869 100.0 100.0 


Share of employer businesses 100% 57.5% 17.1% 11.7% 8.4% 2.9% 14% 0.7% 0.3% 


Source: Statistics Canada, Business Register, June 2004. 
! The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The work force of such 
businesses may consist of contract workers, family members and/or owners 
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FINANCING 


Canada Small Business Financing Act — Annual 


ADS, 104 


Data as of December 23, 2004 


Report 2002-2003 


aa. Canada Small Business Financing (CSBF) program facilitates 
access to asset-based debt financing for the establishment, expansion, 
modernization and improvement of small and medium-sized 
enterprises (SMEs). The CSBF program is a loss-sharing program 
based on a partnership between the federal government and private 
sector lenders. The program is delivered by a network of around 


1540 private sector lenders. 


_ Part of the program is a Capital Leasing Pilot Project. The purpose 
of this project is to determine the effectiveness of the CSBE 
loss-sharing program in helping SMEs in Canada access lease 

g £ g 


financing to innovate, modernize and grow. 


Performance of the program is documented in its annual report. 
Highlights from the most recent report (for the 12-month period 


ending March 31, 2003) include the following: 


'¢ Some 11 252 small business loans totalling $955.9 million and 
57 capital leases totalling $8.8 million were made during 
2002-03. The average loan was about $85 000 and the average 
capital lease was about $154 000. 

° New businesses accounted for 50 percent of the number of loans 
in 2002-03 and 57 percent of their value. By value, 55 percent 
of loans went to four industry sectors: food and beverage 
services, retail trade, manufacturing, and transportation and 
warehousing. Franchise businesses accounted for 11 percent of 
the value of loans. As for capital leases, new businesses accounted 
for 27 percent of leases by value, while 47 percent were made to 
firms more than three years old. 

* Borrowers estimated the employment impact of loans made in 
2002-03 at 31 173 new jobs across Canada, or about 2.8 jobs 
per loan. Job estimates for leases were 140 new jobs, or about 
2.5 jobs per lease. 

* During 2002-03, 1425 claims totalling $69.4 million were paid 
for loans that defaulted during the four-year life of the CSBF 
program. No claims for loss were submitted in the case of 
capital leases. 

Por more information on the comprehensive review of the CSBF 

>rogram or to obtain a copy of the annual report, please visit our 


Web site at www.strategis.gc.ca/sbresearch/csbfa 
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The current account... was $37.6 billion (annualized) in the third 
quarter, $7.2 billion lower than in the second quarter. However, this was 
the 21st consecutive quarterly surplus. The decline was primarily the 
result of a lower surplus in merchandise trade and a higher deficit on 
investment income. The surplus on trade in goods stood at $69.3 billion, 
as imports rose (2.5 percent) faster than exports (0.4 percent). 

The increase in imports was led by automotive products, industrial goods 
and crude petroleum. The deficit on services declined by $1.2 billion. 
However, the deficit on investment income increased by $1.2 billion, 
resulting from lower profits earned by Canadian direct investors. 


The October Business Conditions Survey... indicated that 
manufacturers’ outlook for the fourth quarter remained upbeat. This was 
mainly owing to continued optimism by 16 of 21 manufacturing groups, 
led by computer and electronic product manufacturing and machinery 
industries. Sixty-nine percent of manufacturers expected to keep their 
production unchanged and 22 percent expected to raise it. Ninety-one 
percent of manufacturers stated that their work force would remain the 
same or increase. 


Employment... edged up by 5000 net new jobs in November, following 
robust growth in the previous two months (78 000 net new jobs). 

All gains were in part-time employment in November (30 000 jobs 
created). However, part-time employment declined 0.7 percent (22 000) 
since the beginning of the year, while full-time employment rose 

1.7 percent (217 000), more than offsetting the loss in part-time 
employment. In November, unemployment rose 0.2 of a percentage point 
to 7.3 percent. 


The Consumer Price Index (CPI)... posted a year-over-year increase 
of 2.4 percent in November, up from a 2.3-percent increase in October. 
“Core” inflation, which excludes the most volatile components of the 
overall CPI and indirect taxes, and is the target for monetary policy, rose 
from 1.4 percent in October to 1.6 percent in November, but remained 
below the midpoint of the official 1-3 percent target range for 
monetary policy. 


The Bank of Canada... held the overnight rate unchanged at 

2.5 percent on December 7, 2004, after raising it by 25 basis points (bps) 
in September and October. The Bank’s decision reflected the moderating 
effect of the Canadian dollar on the Canadian economy. In the United 
States, the Federal Reserve raised its fed funds rate by a further 25 bps on 
December 14, resulting in a cumulative increase of 100 bps since August, 
for a rate of 2.25 percent. The spread between the 90-day corporate paper 
rate and its U.S. counterpart narrowed to 19 bps on December 22 from 
about 60 bps in October and from over 150 bps at the start of 2004. 


The Canadian dollar... closed at US$0.812 on December 23, 2004, 
down 4.5 percent since November 26, when the loonie hit a 12-year high 
of about US$0.85. The recent retreat in the Canadian dollar reflects a 
narrowing of interest rate spread, declining commodity prices, and 
slowing economic conditions, along with a recovery in the U.S. dollar 


against major currencies. 
a IS Sr ST 
The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Hossein Rostami_at 613-955-8452 or at 
rostami.hossein@ic.gc.ca 


RECENT Developments 


Managing for Business Success 


Pai... testing of Industry Canada’s Web site Managing for 
Business Success was recently completed in an effort to ensure 
that the Web site is meeting client needs. The portal was 
launched last summer to provide practical advice and informa- 


tion on management challenges for small businesses. 


Focus testing used both in-person and online focus groups 
and provided feedback on the layout, content, navigation and 
other functional aspects of the site. Overall, participants 
found the site informative and concise, and its navigation 
intuitive, fast and helpful. Areas for improvement that were 
identified included the need for more links to Canadian sites 


in both official languages, use of basic business terminology, 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


ant to subscribe, please send your request to 
-sbpb@ic.gc.ca. If you have questions or comments about 
e content, please send them to the editor: 
Annie Payant 
E-mail: payant.annie@ic.gc.ca 
Small Business Policy Branch 
Industry Canada 
235 Queen Street 
Ottawa ON KIA 0H5 
Tel.: (613) 941-7628 
~ Fax: (613) 946-1035 


Web site: www.strategis.gc.ca/sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
this publication may be reproduced, i part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.gc.ca 
ISSN 1205-9099 
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use of improved colour and design, and streamlining the 
organization of the site through clearer topics on the left 


bar menu. 


Look for the newly designed Managing for Business Success 
Web site in March 2005 at 


www.strategis.gc.ca/sme-management 


Key Small Business Statistics 


At updated version of Key Small Business Statistics, which 
provides a statistical overview of the small business sector in 
Canada, was released in January 2005. In addition to updated 
data, several new sections have been added, answering the 
following questions: What is the contribution of small 
businesses to Canada’s exports? What sources of financing are 
used by SMEs at different stages of development? How many 
SMEs request debt financing? Who are the key suppliers of 


debt financing? 


Launched in 2001 in response to a demand for baseline data 
on small businesses, Key Small Business Statistics is updated 
twice a year and can be found in the Small Business Research 


and Policy Web site at www.strategis.gc.ca/sbstatistics 


Small Business Quarterly — Vol. 6, No. 4, February 200 
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PERFORMANCE 


Trends 


between the fourth quarter of 2003 and the fourth 
uarter of 2004, small businesses (those with fewer 
han 100 employees) lost approximately 3300 jobs 
t 0.2 percent of net new jobs in the Canadian 
conomy. 


ankruptcies numbered 1966 in the fourth quarter 
f 2004, representing an 8-percent drop from the 
ume quarter of 2003. 


otal business loans outstanding! from chartered 
anks amounted to $95 billion in the fourth 
uarter of 2004, an increase of approximately 
percent from the same quarter of 2003. Business 
rans of less than $500 000 accounted for 

0 percent of the total. 


1 2004, for the first time since 2000, the Canadian 
*nture capital industry increased its annual 
ivestment, with $1.8 billion invested in 

39 companies, an increase of 6 percent from the 
1.7 billion invested in 647 firms in 2003. 


here were 2.47 million self-employed workers in 
i¢ fourth quarter of 2004, an increase of 
|2 percent from the same quarter of 2003. 


xcluding non-residential mortgages, agricultural loans and customers’ 
\bility under acceptances. 


Government 


Publications 
me . 


OU A Rt eR 


www.strategis.gc.ca/SMEquarterly 


Lay 


NEW FINDINGS lia 
Financing of Small ant, 
Medium-sized Enterprises 


TI he Small and Medium-sized Enterprise Financing Data Initiative 


(SME FDI) recently released its second report, SME Financing in 
Canada, 2003. 


Key findings of the report 


° Only one fifth (18 percent) of SMEs requested debt financing in 2001, of 
which 80 percent were approved. 

* While formal sources of financing are important for SMEs, informal types 

of financing combined (supplied through loans from individuals and trade 

credit from suppliers) accounted for 40 percent of debt owed by SMEs 

(see Figure 1). 

Domestic banks supplied about half of the commercial credit used by 

SMEs in 2000 and 2001. However, only a small percentage of their overall 

lending activity goes to SMEs (12 percent). 

For credit unions and caisses populaires, 69 percent of their overall 


lending activity is in smaller authorization categories (under $1 million). 


The report further notes that Canada’s economic slowdown in 2001 appears 
to have influenced SME financing activity during this period. In 2001, only 
18 percent of SMEs requested commercial debt, a drop of 5 percentage points 
from 2000 (23 percent). At the same time, credit approvals dropped from 


82 percent to 80 percent. 


(continued on page 2) 


COINUSNIES 


Business Bankruptcies 
JO: Creation trscoe sais ee eee ace EE eee 3 


Self-Employment 


Economic Snapshot 
Financing 


Recent Developments 


(continued from page 1) 


The SME FDI has shifted its reporting efforts to more For a copy of the full report, as well as further 


targeted research on specific areas of SME financing. information on the SME FDI and access to statistical 
While SWE Financing in Canada, 2003 covers a broad findings and reports, visit our Web site at 

3 5 . ° ' 
spectrum of financing issues, other research products www.strategis.gc.ca/fdi 


include profiles of specific business owners 


The SME Financing Data Initiative (SME FDI) isa 


comprehensive data collection program on the 


(e.g. women, visible minorities, youth); detailed 


examinations of access to financing for particular 
: f financing situation of SMEs in Canada. A partnershi 

groups of SMEs (e.g. gaps in debt financing for * P P 
Oe : ; between Industry Canada, Statistics Canada and the 
innovative firms); and extensive data on debt, leasing ohh 
Department of Finance was initiated following a 


and equity financing. ; 
ee 8 recommendation of the Task Force on the Future of the 


Canadian Financial Services Sector in 1999. 


Figure 1: Average RAD (%) of Debt Outstanding 
by SMEs in 2000, by Supplier 


Chartered bank loans and credit 


Trade credit from suppliers 


Other debt 


Loans from individuals 


Suppliers of individual loans! 


Credit unions/caisses populaires loans and credit 
* Business owners 75% 


Credit from government programs ° Other individuals 13% | 
° Relatives of business owners 19% 


Lease obligations ; . 
5 © Friends of business owners 4% 


| Some categories of suppliers overlap. 


Credit card amounts outstanding 


0% 5% 10% 15% 20% 25% 30% 


Source: Statistics Canada, Survey on Financing of Small and Medium-sized Enterprises, 2000. 


BUSINESS Bankruptcies 


enterprises sector also performed well with a 48-percent drop — 
anada’s business bankruptcy profile improved in 2004, | from 75 bankruptcies to 39 in 2004. 


with 716 fewer bankruptcies than in 2003, representing 


While the number of bankruptcies fell 8 percent year-over-yeamn 
in the fourth quarter of 2004, the 1966 recorded was still 
10 percent higher than in the third quarter of 2004. There was 


an 8-percent drop from 8844 to 8128, while the level of 
liabilities involved in bankruptcies also declined, dropping 


33 percent from $4.7 billion to $3.1 billion. 
also a 27-percent quarterly drop in the total value of liabilities _ 


The main decrease in the number of business bankruptcies in involved in bankruptcies during the fourth quarter of 2004, 
2004 occurred in the transportation and warehousing sector, compared with the third quarter. This figure represents an | 
with 159 (or 22 percent of the 716 fewer bankruptcies), average liability of $307 000 per bankrupt business — a major 
followed by accommodation and food services with decline of 47 percent from the third quarter. 


} 


120 (17 percent). Proportionally, however, the greatest decrease Gerri eee | 

P ie op : we) ' Since the first quarter of 2004, the Office of the Superintendent of Bankruptcy has been 
: " : ; : { 
in the number of bankruptcies occurred in the public providing data according to the codes of the North American Industry Classification Syste 
administration sector, which dropped 70 percent — from 20 in rather than the Standard Industrial Classification. This change in method may have affect 
the accuracy of the comparisons in this text. ‘ 


2003 to 6 in 2004. The management of companies and } 


| 
| 
i] 


| 


I Small Business Quarterly — Vol. 7, No. 1, May 20 


‘1 


j 


Table 2 presents a breakdown of net changes in average payroll 
cording to Statistics Canada’s Survey of Employment, employment by industry and business size. Net change is the 

Payrolls and Hours, close to 161 000 net jobs (payroll jobs) were difference between the average level of employment in the 

reated between the fourth quarter of 2003 and the fourth four quarters ending the fourth quarter of 2004 and the average 


quarter of 2004 (Table 1). This gain is much greater than the level in the preceding four quarters. Almost 118 000 net jobs 
Pow (88 000 jobs) recorded between the fourth quarter of were created during that period. The largest job losses (50 328) 
2002 and the fourth quarter of 2003. As Table 1 indicates, total occurred in manufacturing, which represented 43 percent of the 
| dikan in employment between the fourth quarter of 2003 and net total. In contrast, three industries created 85 percent of the 
the fourth quarter of 2004 was generated by large firms (those Canadian net total: retail trade (40 percent); administrative and 
with 500 employees and over), which accounted for 101 percent support, waste management and remediation services 

“of net job creation. Small and medium-sized businesses both (24 percent); and construction (21 percent). Among small 


‘lost jobs. Among small businesses (those with fewer than businesses (those with fewer than 100 employees), net job 

| 100 employees), those with 5-19 employees were the only ones creation was 9574 jobs, but there were large changes in many 
| that contributed to net job creation (59 percent). However, industries. Thus, 19 426 jobs were created in construction, 
hese gains were offset by the employment decrease in the other while 10 570 jobs were lost in manufacturing and a further 


categories of small businesses. 8371 jobs disappeared in wholesale trade. 


Table 1: Year-over-year Net Change! in Payroll Employment’ by Firm Size, 
Canada, QI 2001 to Q4 2004 


Change, y/y % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Qi 2001 Si 445 166 10.2 ES 8.2 6.1 ZY} ate) 3.6 14.9 S953) 
Q2 2001 2.8 344 563 2.0 8.8 iay2 12.1 36.2 ee 2.6 UB e7A 50.2 
Q3 2001 1.8 220 741 30.4 2) 172 I) 66.0 0.1 -1.2 Slee SO) 
Q4 2001 0.9 119 087 3)ake) 3) 2p) 13.9 123.0 -18.6 -39.6 -58.2 3) 
Q1 2002 OY LOM 12 -10.5 BES) 43.0 HOY) 101.8 -8.3 -26.6 34.9 eel 
Q2 2002 Ney 220 493 -2.2 5.4 36.9 Sih 77.6 14.1 -16.2 -2.2 24.6 
Q3 2002 9) 372 033 -0.5 1.0 24.0 25.4 50.0 16.8 -8.6 8.2 41.9 
| Q4 2002 Boi 468 689 -1.0 2.0 22 23.6 46.9 eI =159) Heal . 41.9 
| QI 2003 a 417 394 1.6 -0.2 17.6 WONT 38.8 Ziel 2.8 15,9) 45.4 
Q2 2003 253 295 106 4.5 0.3 9.6 9.5 23.9 12.4 4.4 16.8 59.3 
Q3 2003 1.0 132 639 9.0 -5.9 14.5 Sy) Boe 16.4 NS) 28.0 38.8 
| Q4 2003 0.7 88 037 7.4 -15.4 18.6 29.6 40.2 Wie) LBS) BI? 28.6 
if Ql 2004 OES) 60 967 1.4 20.6 16.5 26.6 65.1 0.8 =) oul 74.0 
|B Q2 2004 0.7 Suk alates) -20.6 SB -29.6 -46.8 -1.8 -32.1 21.4 OW WINS) 
Q3 2004 ie2 158951 -19.1 IDG -10.2 -30.3 0.3 -9.6 3p -6.5 106.3 
Q4 2004 1p 160 950 II 58.6 -13.5 -33.1 -0.2 0.4 -0.7 -0.2 100.4 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2005. iz 

" Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 

* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


(continued on page 4) 


(continued from page 3) 


Table 2: Year-over-year Annual Net Change! in Payroll Employment’ 
by Industry and Firm Size, 2003 to 2004 


Change, y/y Total Net Change by Size of Firm (Number of Employees) 

Industry % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 
Forestry -6.3 -3 523 -463 289 -317 -354 -845 413 -126 
Mining and oil and gas extraction 3.6 5 338 277 465 1 008 -23 1726 1594 571 
Utilities Dy 6 509 105 197 -344 -801 -844 -2 119 -30 
Construction 30) 25 039 498 10056 4777 5092 19426 3077 2256 
Manufacturing -2.5 50328 -2 229 2325.2 5291, D487 10570 -4 462 -26 
Wholesale trade -1.4 -10838  -3 551 2893 -5544 2170 -8371 -763 598 
Retail trade 2.9 47039 -4603 14165 -3223 -9379 -3040 -§ 700 -112 
Transportation and warehousing 1.0 5 866 -85 1 129 343 -612 776 1096 389 
Information and cultural industries -0.1 -345 -100 342 -415 796 623 -1 244 -628 
Finance and insurance 0.2 1284 ~— -1 640 1 606 -908 485 -458 4750 1 846 
Real estate and rental and leasing Dy! 4 888 Si) 2S -28 © -1 322 1 024 321 445 
Professional, scientific and technical services 0.7 4709 A (HIG IL TA Jp sg 3 879 -643 
Management of companies and enterprises 0.0 0 185 714 310 -802 407 236 -777 
Administrative and support, waste management and 

remediation services 47 28 178 413 Tab Sie 919 128 454 -2 993 
Educational services 15 14 140 292 344 -586 -785 -736 491 -2 603 
Health care and social assistance 14 19 128 1242 8629 -3336 3812 2723 -87 373 
Arts, entertainment and recreation 0.5 1231 220 1 380 288 -975 913 -930 -1 348 
Accommodation and food services 0.4 3527 -3260 10884 1596-11587 -2368 -) 100 1743 
Other services (excluding public administration) 1.4 HO) 3) 095) SHO iheyal =i V7! 2620 154 1 625 
Public administration il 9 055 -99 271 556 1519 2247 756 -819 
Canada total? 0.9 117997 -16934 72224 -13755 -31962 9574  -10829 -260 


100-499 
287 

2 164 
-2 149 
5 333 
-4 487 
-165 
-8 812 
1 484 
-1 872 
6 596 
124 
23K 
54] 


-2 540 
2112 
286 

-2 278 
-7 358 
WAGE 
-63 

-11 088 


500+ 
2965 
1 447 
9 502 
280 
-35271 
-2 302 
58 891 
3 606 
904 

-4 855 
3742 
2721 
134 


30 590 
16 989 
16 120 

2596 
13 254 


2700 


6 870, 
119510 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2005. 


of the four quarters of 2003. 


* Total net change in employment within each industry and by firm size may not add up due to rounding. 


| The year-over-year annual net change in payroll employment is calculated as the difference between the average level of employment in the four quarters of 2004 and the average level 


> Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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SELF-Employment 


Se Canada’s Labour Force Survey distinguishes five categories of 
self-employed workers: 


* workers with incorporated businesses that use paid help; 
-* workers with incorporated businesses that don’t use paid help; 
* workers with unincorporated businesses that use paid help; 
-© workers with unincorporated businesses that don’t use paid help; 


¢ unpaid family workers. 


Table 3 shows the breakdown of each category of worker, by gender, 
from 1994 to 2004, together with annualized growth rates. Over the last 


10 years, the number of self-employed workers in Canada has 


| 


_ experienced annualized growth of 1.9 percent, a rate that is still less than 


| that for employees (2.1 percent). 
* 


| Self-employment of both men and women grew significantly between 
1994 and 1999, but then declined from 1999 to 2001 by 2.8 percent 
(annualized) for men and 5.1 percent for women. This reflected the 
slowdown of the economy in 2000 and 2001. Since 2001, the number of 
self-employed workers (both men and women) has again increased 
significantly with annualized growth of 2.3 percent and 2.7 percent 


respectively. 


_ Proportionally, the number of self-employed women is rising relative to 
‘self-employed males. In 2004, women represented 34.2 percent of all 
self-employed workers, whereas they represented 33.5 percent in 1994, 


_ During this 10-year period, female self-employment grew by 
'2.1 percent (annualized) compared with 1.8 percent for male self- 
‘employment. However, it is important to note that, for part of this 


“period — from 1999 to 2004 — female self-employment experienced a 


slowdown of -0.5 percent on an annual basis. 


| 


Over the last 10 years, an increasing number of self-employed workers 


have preferred to incorporate their businesses. This trend is particularly 
pronounced for self-employed workers without paid help, among whom 
the percentage who are incorporated has doubled during this period. 
‘The proportion of self-employed men with incorporated businesses that 
don't use paid help has risen from 5.8 percent in 1994 to 11.4 percent in 
2004, compared with an increase from 1.9 percent to 4.3 percent for 
iselfemployed women in this category. An exception is the proportion of 
\incorporated self-employed males with paid help, which has dropped 

1.3 percentage points in the last 10 years. Nevertheless, all four categories 
of self-employed workers with incorporated businesses have experienced 


steady growth in the last three years. Between 2001 and 2004, their 


‘annualized growth rates ranged between 3.5 percent and 11.3 percent. 
} 
‘The number of unpaid family workers continues to drop particularly 
among women. Women unpaid family workers constitute only 

0.8 percent of all self-employed workers, compared with 2.2 percent 

‘10 years ago. This represents an annualized drop of 8 percent during this 


Hod. (continued on page 6) 
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Data as of April 1, 2005 . 


Canada’s real Gross Domestic Product (GDP)... increased by 

1.7 percent (annualized) in the fourth quarter of 2004, following a 
2.9-percent rise in the third quarter. Growth was driven by final domestic 
demand (including consumer, business and government spending), which 
rose to 4.4 percent from 3.5 percent in the third quarter. Business inventory 
accumulation also contributed to growth. However, real exports fell again in 
the fourth quarter and real imports rose, resulting in net exports pulling 
down growth. On the income side, corporate profits (before taxes) rose 

6.0 percent, about the same as in the third quarter but below the double- 
digit pace in the first half of the year. Personal disposable income grew 

4.4 percent in the fourth quarter, up from 2.6 percent in the third quarter, 
reflecting a 4.5-percent growth in wages and salaries. In 2004, real GDP 
advanced 2.8 percent, up from 2.0 percent in 2003. 


Consumer spending... rose 4.1 percent in the fourth quarter following 
3.6-percent growth in the third quarter. Spending on durables moderated to 
3.9 percent while non-durable spending increased considerably, reflecting 
increases in purchases of gasoline and food. Purchases of services rose 

4.4 percent, due in part to a surge in the demand for travel services. 
Consumer spending was a source of strength throughout 2004, advancing 
3.5 percent compared with 3.1 percent in 2003. 


Housing investment... remained at record levels in the fourth quarter, as 
residential construction rose 7.0 percent. This follows a 5.1-percent rise in 
the third quarter. Recent indicators suggest that residential investment is 
moderating as housing starts in January and February averaged 11.6 percent 
below the level in the fourth quarter of 2004. 


Business investment in machinery and equipment... advanced 
14.4 percent in the fourth quarter compared with 9.1 percent in the third 
quarter, with particularly strong performance in the manufacturing sector. 
Non-residential construction grew 1.7 percent compared with 3.7-percent 
growth in the third quarter. In 2004, business investment in machinery and 
equipment accelerated to 9.4 percent from 4.5 percent in 2003. 


Corporate profits (before taxes)... at 14 percent of GDP, were at 
record highs in the fourth quarter with strong results in the transportation, 
wood, paper and chemicals industries. During 2004, profits increased in 
most major sectors, underpinned by robust resource prices, healthy 
consumer spending, and higher export demand for Canadian goods. 


Real GDP at industry level (at basic prices’)... increased by 

0.2 percent in January — the same as in December. The increase in goods 
production moderated to 0.1 percent in January from 0.4 percent in 
December. A strong performance in the manufacturing sector (0.6-percent 
growth) was partly offset by a decline in production in the construction 
sector, the first decline since June 2004. Services output rose 0.3 percent 
in January on strength in the retail sales sector. 


The current account... was $25.2 billion (annualized) in the fourth 
quarter, $8.2 billion lower than in the third quarter. However, this was the 
twenty-second consecutive quarterly surplus. For the year 2004, the current 
account surplus reached a record of $33.8 billion, $10.0 billion higher than 
the level in 2003. 


' GDP measured at market prices is measured at purchaser's prices, including taxes paid. 


GDP at basic prices is GDP calculated at market prices, less taxes paid on products plus 
any subsidies on consumption. 


— 


(continued on page 7) 
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Table 3: Self-employed in Canada, Shares and Annual Growth Rates by Category 
of Worker and Gender, 1994-2004 

Men (Percent of ll Self-employed) Women (Percent of Al Self-employed) 

All Self- No Paid Help With Paid Help Unpaid —_ All Self- No Paid Help With Paid Help Unpaic | 


employed Family employed Family 
Men Incorporated Unincorporated Incorporated Unincorporated Workers Women Incorporated Unincorporated Incorporated Unincorporated Workers 


1994 66.5 5.8 29.2 18.4 12.5 0.6 305) 19 20.8 4.6 4.0 
1995 66.2 6.0 28.8 19.1 11.6 0.7 33.8 Ail 20.9 Dull om 
1996 65.5 6.6 29.6 17.8 11.0 0.6 34.5 Tal 21.8 4.8 3.8 
1997 64.6 7.8 DN ee 9.0 0.8 35.4 2.9 22.1 5.3 ay) 
1998 64.3 Wes) 31.0 16.2 8.9 0.7 35.7 2.8 22.8 49 3.4 
1999 64.9 8.3 30.7 16.7 8.6 0.6 abl 3.0 DDD, 5.2 3.5 
2000 64.8 Opt 30.1 16.3 8.7 0.5 Bey a JAS) 5.6 Af 
2001 66.0 10.0 EMS) 16.6 Spit 0.5 34.0 3.3 20.8 D2 Shi 
2002 64.8 10.4 wd 16.1 8.6 0.5 ap 3.6 Miley 5.4 3.6 
2003 65.4 11.0 29.4 16.2 8.3 0.5 34.6 3.8 DN) Dw 3.5 
2004 65.8 114 28.9 ie 8.0 0.4 34.2 43 20.2 Sei oye 
Growth Rates 
1994-2004 18 89 1.8 ial -2.6 -L7 Del 10.4 1.6 42 -0.4 
1994-1999 3.3 til} 4.9 18 -3.8 4.4 47 153) yl 6.3 0.7 
999-2001 -2.8 Dai 4.9 4,0) -0.7 -17.1 5.1 Ll -6.7 -3.7 -0.1 
2001-2004 2.3 7.0 LES 35 -1.8 -0.5 2.7 11.3 LS} 6.1 -2.3 
1999-2004 0.3 6.5 -1.2 0.4 -1.4 75 -0.5 fall -1.8 2.1 -1.4 
Source: Statistics Canada, Labour Force Survey, 2004. 4 
, | 


FINANCING 


State of Canadian Venture Capital (VC) Activity, 2004 


ii, 2004, for the first time since 2000, investment by the Canadian venture 
capital (VC) industry increased, with $1.8 billion invested in 589 companies — 
an increase of 6 percent from the $1.7 billion invested in 647 firms in } 
2003 (Table 4). The United States VC industry also reversed a 3-year downward 1 
trend, with total annual investment of US$20.9 billion in 2399 firms in 2004, 
up 11 percent from US$18.9 billion invested in 2359 firms in 2003. 


In Canada, labour-sponsored venture capital corporations (LSVCCs) invested 
$582 million, accounting for 33 percent of total investment in 2004. Foreign 


investors (mostly American) were also key contributors to Canadian VC activity, 


(continued on page / 
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(continued from page 6) 


with $479 million (27 percent of the total) invested, up from 
$336 million (20 percent of the total) invested in 2003. Private 
independent funds invested $267 million (or 15 percent of total 


investment). 


Despite the growth of VC investment, inflows into Canadian funds 

fell by 15 percent, from $2 billion in new capital committed to 
Canadian funds in 2003 to $1.7 billion in 2004. Much of this decline 
| in fund-raising was attributable to a 25-percent reduction in sales by 
LSVCCs, which, as in recent years, captured 67 percent of total capital 
raised in 2004. Private independent funds raised 26 percent of new 
capital in 2004 or $445 million, up from $266 million in 2003. 
The slower fund-raising activity in Canada in 2004 contrasted with 


activity in the U.S., where the VC industry saw the most active fund- 


raising since 2001 (US$17.6 billion of new capital was raised, 
a 66-percent increase from 2003). 


As a result of slow fund-raising activities and other changes in the 

_ industry, the Canadian VC industry's pool of capital under 

management declined by 8 percent in 2004, from $22.4 billion in 
2003 to $20.7 billion in 2004. Capital available for investments 

| (liquidity) also declined, from $5.5 billion in 2003 to $4.9 billion 
in 2004 — an 11-percent drop. 


Table 4: Canadian Venture Capital Activity 
Over the 1998-2004 Period 


Amounts Invested 


Number of Companies 


Year ($ Million) Financed 
1998 1558 812 
1999 2650 814 
2000 5778 1006 

2001 3715 743 

2002 D9) 681 
2003 1662 647 
2004 1763 589 


Source: MacDonald and Associates Limited. 


if. 


Data as of April 1, 2005 
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Employment... rose 27 000 in February, after three months of little 
change. The rise was due to a recovery in public sector employment, 
which rose by 38 000. Employment in the private sector fell, as paid 
employment declined by 36 000, while self-employment rose by 24 000. 
By industry, employment in goods declined by 30 000, mainly in the 
manufacturing sector (28 000). Services employment surged by 57 000 
with the increase spread among most sectors. The unemployment rate was 
unchanged at 7.0 percent as more people entered the labour market. 


The Consumer Price Index (CPI)... (year-over-year change in prices) 
was 2.1 percent in February, up from 2.0 percent in January. Core 
inflation, which excludes the eight most volatile components and indirect 
taxes, rose to 1.8 percent from 1.6 percent, but was still below the mid- 
point of the 1 percent to 3 percent official target range. In 2004, the total 
CPI was 1.8 percent, down from 2.7 percent in 2003. 


Private and public investment intentions... are expected to 
increase 6.0 percent in 2005. Robust profits, high oil prices, infrastructure 
improvements and an increase in manufacturing investment should all 
combine to produce the largest boost to investment intentions in recent 
years. In particular, investment in manufacturing and in mining, oil and 
gas extraction is expected to rise markedly in 2005 (by 14.9 percent and 
12.2 percent respectively), while government investment is expected to 
continue an upward trend. 


The economic outlook... has been revised down somewhat, with the 
Consensus Forecast survey of March expecting real GDP growth of 

2.6 percent in 2005 and 3.0 percent in 2006, compared with 2.8 percent 
in 2005 and 3.0 percent in 2006 expected one month ago. In the 
meantime, growth in the United States was revised up 0.2 percentage 
point to 3.7 percent for 2005 and remained at 3.4 percent for 2006. 


The Bank of Canada... kept the target for the overnight rate 
unchanged at 2.5 percent on March 1, as developments since its January 
Monetary Policy Report Update point to continued low inflation and 
moderate economic growth in the near term. On the other hand, new 
evidence of upward pressure on inflation in the U.S. in part led the 
Federal Reserve to continue raising the federal funds rate on March 22. 
Since June 2004, the Federal Reserve has raised the federal funds rate 

175 basis points (bps) to 2.75 percent. With rates rising in the U.S. while 
remaining stable in Canada, both short-term and long-term Canada—U.S. 
rate spreads were negative in March. 


The Canadian dollar... closed at US$0.823 on April 1, 2005, up 

3.4 percent since a recent low on February 7. The loonie’s rise was mostly 
due to weakness in the U.S. dollar, despite a negative and widening spread 
between Canadian and U.S. interest rates. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Kevin Koch at 613-948-4068 or at 
koch.kevin@ic.gc.ca 


RECENT Developments 


Annual Conference of the Administrative 


Sciences Association of Canada in 
Toronto, May 28-31, 2005 


he 2005 annual conference of the Administrative 
Sciences Association of Canada (ASAC) will be held at the 
Delta Chelsea Hotel in Toronto from May 28 to 31 and is 
being organized by Ryerson University’s Faculty of Business. 
The conference theme will be “Managing in Turbulent Times” 
and presentations will focus on current challenges facing 
managers, especially technological change, market shifts and 
resource constraints, in an era of heightened security concerns 


and increased uncertainties. 


For further information about ASAC and the May conference, 


please visit the association's Web site at www.asac.ca 
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Advisory Committee on Paperwork 
Burden Reduction 


A= the concerns most often cited by small businesses 
is the impact of regulation on the cost of doing business and 
the ability of firms to attract investment. “Paperwork burden” 
stems from a multitude of different regulatory compliance 
activities in distinct jurisdictions in three orders of 
government. The new Advisory Committee on Paperwork 
Burden Reduction, co-chaired by Industry Canada and the 
Canadian Federation of Independent Business, aims to make 
measurable reductions in the burden on businesses and to 
track government's performance over time. Among the early 
products approved at the committee’s first meeting on 
March 1, 2005, was the collection of baseline data on the cost 


of regulatory compliance by firms of different sizes. 


Background information on the committee’s work can be _ 
found on the Smart Regulation Web site at 


www.regulation.gc.ca 
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Between the first quarter of 2004 and the first 
quarter of 2005, small businesses (those with 


fewer than 100 employees) shed approximately 
43 000 jobs. 


There were 2.4 million business establishments 


in December 2004, an increase of 3 percent from 
December 2003. 


Bankruptcies numbered 2122 in the first quarter 
of 2005, a drop of 8 percent from the same 
quarter of 2004. 


Total business loans outstanding! from chartered 
banks amounted to $98.5 billion in the first 

quarter of 2005, an increase of 8.3 percent from the 
same quarter of 2004. Business loans of less than 
$500 000 accounted for 19 percent of the total. 


{n 2001, 7 percent of Canada’s small and 
medium-sized enterprises were owned by 

persons belonging to a visible minority. Less than 
one quarter of visible minority entrepreneurs 
approached a financial institution for financing and 
80 percent of these applications were approved. 


There were 2.46 million self-employed workers in 
the first quarter of 2005, an increase of 2.9 percent 
from the same quarter of 2004. 


4 Excluding non-residential mortgages, agricultural loans and customers’ 
Jiability under acceptances. 


_ 


Government 


SURVEY OF REGULATORY 
COGN EE (CORES 


concern often cited by small businesses is that the costs of regulatory 


compliance often outweigh the benefits, undermining business’ capacity to 
attract investment and trade in global markets. Paperwork burden or “red 
tape” is the unwarranted time and resources spent by businesses to access and 
understand regulations, develop compliance strategies and meet reporting 
requirements. Excessive regulatory compliance costs stem from the complexity 
of a multitude of regulatory requirements imposed by distinct jurisdictions in 


three orders of government. 


The 2004 Federal Budget created the Advisory Committee on Paperwork 
Burden Reduction, a 14-member, public—private working group co-chaired by 
the Canadian Federation of Independent Business and Industry Canada. 

This committee was tasked with identifying concrete actions that will reduce 
the paperwork burden on small businesses and tracking the government's 
performance in reducing the paperwork burden. At its first meeting in March 
2005, the advisory committee approved an operational plan that includes a 


new survey on regulatory compliance costs. 


The Survey of Regulatory Compliance Costs is a key component of the 
Paperwork Burden Reduction Initiative (PBRI). The survey is designed to 
provide accurate benchmark data on the current cost of regulatory 
compliance. Information from the survey, which will be carried out in fall 
2005, will enable governments to quantify the burden of compliance and 


measure its impact on businesses by firm size. 


(continued on page 2) 
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The 2005-06 benchmark survey will collect 


information on the cost of complying with key 


municipal regulations: 


* payroll remittances, records of employment, 
T4 summaries and workers’ compensation; 
* personal income tax (T'1), corporate income 
tax (T2), goods and services/harmonized/ 
provincial sales taxes, and corporate 
tax installments; 


¢ business operating licences and permits; 


* information filings related to corporate registration; 


and 


* mandatory Statistics Canada surveys on businesses. 


JOB Creation 


Ame to Statistics Canada’s Survey of Employment, 
Payrolls and Hours, slightly more than 156 000 net jobs 

(payroll jobs) were created between the first quarter of 2004 and 
the first quarter of 2005, an increase of 1.2 percent. This gain 

is more than double the 0.5 percent increase achieved between 
the first quarter of 2003 and the first quarter of 2004 (close to 
61 000 jobs created), which was the lowest annual increase 
recorded since 2001. 


Table 1 shows that large firms created the equivalent of 

109.6 percent of total net job growth between the first quarter 
of 2004 and the first quarter of 2005. Small firms (those with 
fewer than 100 employees) lost jobs overall; those with 

5-19 employees were the only category among small firms that 
contributed to net job creation (32.9 percent). Since the second 
quarter of 2004, this has been the only small firm category to 


make a positive year-over-year contribution to job creation. 


regulations experienced by the majority of businesses 


for the following federal, provincial/territorial and 


(continued from page 1) 


In fall 2005, Statistics Canada will distribute the mail 


questionnaire to a large sample of businesses, ranging in 


size from 0 to 499 employees and with annual 
revenues of at least $30 000 but not more than 
$50 million. The data will be broken down into five 
business size classes. All industries will be covered and _ 
at least five industries will be sampled sufficiently to 


permit industry-specific results to be reported. 


The Survey of Regulatory Compliance Costs will be 
repeated in 2008-09 to provide a relevant and 


statistically valid measure of the extent to which the 


to develop a tool that measures the timeliness, 
efficiency and predictability of regulatory service 


delivery by government. 


Table 2 presents a breakdown of net changes in average payroll 
employment by province or territory and business size. The net 
change is calculated as the difference between the average level 
of employment in the four quarters ending the first quarter of 
2005 and the average level in the preceding four quarters. 


This calculation minimizes the impact of seasonality on the data 


(which are not seasonally adjusted). Approximately 142 000 net 
jobs were created during this period, with the highest percent 
increases occurring in Nunavut (4.4 percent), British Columbia — 


(2.1 percent) and Alberta (2.0 percent). The categories of firms 


that posted the highest increases during this period were those 
with 5-19 employees (4.4 percent) and those with 


500 employees or more (2.6 percent). 


(continued on page. 
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Table 1: Year-over-year Net Change! in Payroll Employment? by Firm Size, 


(continued from page 2) 


Change, y/y % Contribution to Total Net Change by Size of Firm (Number of Employees) 

Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q1 2002 0.9 110 112 -10.5 33) 43.0 3169) 101.8 -8.3 -26.6 -34.9 33.1 
Q2 2002 Ly 220 493 -2.2 5.4 36.8 ill 77.6 14.1 -16.2 -2.2 24.6 
Q3 2002 IS) 372 033 -0.5 1.0 24.0 25.4 50.0 16.8 -8.6 8.2 41.9 
Q4 2002 Dal, 468 689 -1.0 2.0 Die 23.6 46.9 ifs yall =A) HEI 41.9 
Q1 2003 3:3 417 394 1.6 -0.2 17.6 197, 38.7 3} 2.8 15.9 45.4 
Q2 2003 PS] 295 106 4.5 . 0.3 9.6 9.5 23.9 12.4 4.4 16.8 59.3 
Q3 2003 1.0 132 639 St -5.9 14.5 15 Ba 16.4 IES 28.0 38.8 
| Q4 2003 0.7 88 037 7.4 -15.4 18.6 29.6 40.2 Wis toes) Sil? 28.6 
Qi 2004 0.5 60 967 1.4 20.6 16.5 26.6 - 65.1 0.8 she) -39.1 74.0 
Q2 2004 0.7 91118 -20.6 Se -29.6 -46.8 -1.8 -32.1 21.4 -10.7 IES 

B Q3 2004 1:2 158 951 EL ORL 328) -10.2 -30.3 0.3 -9.6 Sal -6.5 106.3 
Q4 2004 2: 160 950 =I 58.6 =13.5 -33.1 -0.2 0.4 -0.7 -0.2 100.4 

| 1.2 156 058 32.9 21.6 311 -27.6 6.6 1.4 18.0 109.6 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, June 2005. 


" Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 
2 Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


Table 2: Year-over-year Annual Net Change! in Payroll Employment 
| by Province and Territory, Q2 2003 to QI 2005 


Change, yly 


Growth Rates (%) by Size of Firm (Number of Employees) 


% obs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Newfoundland 0.6 1 040 -3.0 6.1 2.4 -5.1 1.4 Dey 26.4 NS; -2.0 
Prince Edward Island 0.5 301 -0.2 -2.5 -2.1 -9.4 3.4 -8.5 10.8 3.1 6.1 
Nova Scotia =e -5 303 -3.5 3.4 -5.9 -3.1 Sib IDG) -1.7 PB} -0.9 
New Brunswick ey), -8 037 -2.7 23 -4.4 -1.8 -1.2 -6.9 -19.6 -10.6 -1.7 
Quebec 0.7 20 941 -3.0 3.6 Dp -3.2 ILS -2.2 -2.8 -1.1 Wey) 
Ontario 12 61 982 -2.3 4.8 -3.3 -4.0 0.4 -0.6 1.3 0.5 3) 
Manitoba -0.2 -908 -5.0 6.2 -7.3 -13.7 -2.6 -1.3 10.5 32 BP) 
Saskatchewan if, 6799 -6.8 eee -43 -5.1 0.6 -3.1 16.4 1.8 3.8 
Alberta 2.0 29279) 0.4 4.1 -3.0 -4.2 0.6 3.4 -0.9 2.6 4.2 
British Columbia Qe 34 647 -0.7 4.8 -0.4 -3.6 IES) 1.9 10.4 4.6 3.0 
Yukon? ley 300 Dey 2.8 6.9 -10.2 BIA 10.9 — — — 
Northwest Territories? iteal 244 -1.8 -2.7 4.9 -19.0 -2.3 -0.4 = = = 
Nunavut? 4.4 485 -4.0 -4.8 -8.1 18.8 ES: -8.9 — — —_ 
Canada Total al 141 769 -2.1 4.4 -1.7 -4.2 0.9 -0.6 1.8 0.1 2.6 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, June 2005. 

"The year-over-year annual net change in payroll employment is calculated as the difference between the average level of employment in the four quarters ending the first quarter of 2005 
and the average level in the preceding four quarters. 

* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


* Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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BUSINESS Establishments 


A= to Statistics Canada’s Business Register, there were slightly 
more than 2 377 000 business establishments! in Canada in December 
2004 (see Table 3), an increase of 3.0 percent from December 2003. 
Over this period, the number of businesses in the indeterminate 
category (businesses without employees)” increased by around 75 000 
or 5.3 percent. At the same time, the number of employer businesses 
(businesses with employees) increased by approximately 5720 or 


0.5 percent. 


In December 2004, small businesses (those with fewer than 

100 employees) accounted for almost 98 percent of employer 
establishments. Of these, microbusinesses (fewer than 5 employees) 
make up the bulk at 56.6 percent. Medium-sized enterprises 


(100-499 employees) represented 2.1 percent, while large firms 


Table 3: Business Establishments by Size of Employment and Province or Territory, December 2004 | 
et agupat..) hs: ens, aon Cop eren Se Ae eee 


Province or Territory Grand Total Indeterminate! Total 

Newfoundland and Labrador 27 033 9 906 er 
Prince Edward Island 10 528 4012 6 516 
Nova Scotia 54 313 24 112 30 201 
New Brunswick 45 965 19 594 26 371 
Quebec 522 605 285 371 237 234 
Ontario 872 725 525 460 347 265 
Manitoba 78 032 42 410 35 622 
Saskatchewan SMS 58 776 39 199 
Alberta 314995 174 588 140 407 
British Columbia 346 316 187 895 158 421 
Yukon Territory ZOD? 1 342 1 580 
Northwest Territories DUS 1 060 i 7a) 
Nunavut 903 265 638 
Canada Total 2 377 107 1 334791 1 042 316 
Share of employer businesses 100% 


Source: Statistics Canada, Business Register, December 2004. 


The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses 


may consist of contract workers, family members and/or owners. 


1-4 
10 294 
3 602 
16 737 
15 389 
148 028 
183 370 
18 319 


DENS) - 


79 489 
90 606 
813 

680 

191 
SID 
56.6% 


(500 employees or more) accounted for only 0.3 percent. These 


proportions are essentially the same as in December 2002 and 2005. 


As of December 2004, most business establishments were located in 

Ontario (36.7 percent) and Quebec (22.0 percent). The four western 
provinces accounted for 35.2 percent and the four Atlantic provinces 
for 5.8 percent. This geographic distribution has remained relatively 

stable since December 2002. 


ee a eS eee 
| Bor an individual business establishment to be included in Statistics Canada’s Business 


Register, the company to which it belongs must meet one of the following criteria: have at 
least one paid employee (with payroll deductions remitted to the Canada Revenue Agency), 

have annual sales revenues of $30 000, or be incorporated and have filed a federal corporate | 
income tax return at least once in the previous three years. Some business establishments | 
can belong to the same company and each company owns at least one business { 
establishment. 1 


2 The indeterminate category consists of incorporated or unincorporated businesses that do . 
not have a Canada Revenue Agency payroll deductions account. The workforce of such 
businesses may consist of contract workers, family members and/or owners. 


* 
* 


ae 


Employer Businesses 
4 


Number of Employees 


5-9 10-19 20-49 50-99 100-199 200-499 500+ 
3 098 PO wily 387 181 99 56, 
1 229 847 564 167 63 33 | 
5388 3769 2652 946 445 180 84 
4558 3052 2162 690 313 147 60 
38 475) ed 0G 7 BOS RTs Se toAO 624 
60502 45486 34850 12637 6168 3083 1169 
6546 5005 3582 1232 544 281 113 
7267 4886 3192 918 399 209 69 
MAGS 254 11.9488 4112 1.949 883 309 
98127) 1937) 12 962 mmee 204 1 885 906 360 
303 23 165 43 19 12 2 
349 B21 lala DAR 81 39 15 2 
142 130 TZ 38 14 5 1 
{80°34500 195 561m 90-436 131323) «1479 7223 860. 
17.3% 12.0% 87% 3.0% 14% 0.7% 0.3% 
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SELF-Employment 


S tatistics Canada’s Labour Force Survey distinguishes five categories 


of self-employed workers: 


¢ workers with incorporated businesses that use paid help; 

* workers with incorporated businesses that don’t use paid help; 

* workers with unincorporated businesses that use paid help; 

* workers with unincorporated businesses that don’t use paid help; 


* unpaid family workers. 


Using special tabulations of data from the 2004 Labour Force Survey, 
Industry Canada’s Small Business Policy Branch has examined the 
educational profile of selfemployed workers. Table 4 shows the 
breakdown by gender and educational level for each category of self- 


employed worker, as well as for all employees, in 2004. 


Over the last five years, the proportion of self-employed workers with 
at least a high-school diploma has increased substantially. In 2004, 
84.0 percent of all self-employed workers fell into this category, 
compared with 78.9 percent in 1999, an increase of 5.1 percentage 
points. The proportion of self-employed workers with either a 
certificate, a post-secondary diploma or a university degree increased 
by a similar amount, rising from 52.2 percent in 1999 to 57.4 percent 


in 2004. 


The proportion of self-employed workers with at least a high-school 
diploma was slightly lower than the figure of 86.0 percent for 
employees. It is noteworthy, however, that a higher proportion of self- 
employed workers (24.1 percent) than employees (20.7 percent) hold 


a university degree. 


For the various categories of self-employed workers, it seems that the 
lower their educational level, the more likely they fell into the category 
of those with unincorporated businesses that don’t use paid help or 
into the unpaid family workers category. Whereas the proportion of 
self-employed workers with university degrees was 21.5 percent for 
unincorporated businesses that don’t use paid help (and 8.1 percent 
for unpaid family workers), at least 25.4 percent of self-employed 
workers in the other categories had university degrees. Furthermore, 
the category of those who did not complete high school accounts for 
18.3 percent of workers with unincorporated businesses that don’t use 
paid help (and 44.3 percent of unpaid family workers), whereas they 


represent, at most, 14.8 percent in the three other categories. 


(continued on page 6) 
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‘Data as of June 30, 2005 


Canada’s real Gross Domestic Product (GDP)... increased by 

2.3 percent (annualized) in the first quarter of 2005, following a 2.1-percent 
rise in the previous quarter. Domestic spending, notably consumer spending 
and investment in machinery and equipment, registered its strongest gain in 
almost six years and was the main contributor to growth. Real exports 
rebounded after two quarters of decline, growing 5.9 percent. However, 
stronger domestic demand led to stronger import growth in the first quarter, 
and net exports had a negative impact on growth. On the business side, 
corporate profits (before taxes) rose 15.6 percent, and were at a record high 
at 14.1 percent of GDP. On the personal side, stronger growth in consumer 
spending relative to disposable income resulted in the first ever recorded 
negative savings rate of 0.6 percent. 


Consumer spending... rose 6.3 percent in the first quarter following 
3.8-percent growth in the previous quarter. This sharp increase in growth 
was led by purchases of durable and semi-durable goods, which registered 
growth of over 10 percent. 


Housing investment... fell 1.7 percent in the first quarter, down from 
5.2-percent growth in the previous quarter — the first quarterly decline 

in nearly five years. Housing starts were at healthy levels in April and May, 
which points to a rebound in the second quarter. Assuming no growth in 
June, housing starts in the second quarter would be 18.5 percent 
(annualized rate) above the first quarter level. 


Business investment in machinery and equipment... grew 

16.6 percent, the third consecutive quarter of solid increase. This bodes 
well for future growth in labour productivity, which has had a lacklustre 
performance in the past two years. Non-residential construction also posted 
a solid advance, growing 7.5 percent compared with 0.9-percent growth in 
the previous quarter. 


Corporate profits (before taxes)... have increased 19.8 percent on 
average in the last seven quarters, leading to a record high both in levels and 
as a percent of GDP. Profits in the first quarter of 2005 were concentrated 
in mining companies and banks, whereas motor vehicles and parts manufac- 
turers reported weak profits. 


The current account surplus... was $16.0 billion (annualized) in the 
first quarter, $5.1 billion lower than in the previous quarter. However, this 
was the 23rd consecutive quarterly surplus. 


Real GDP at industry level (at basic prices’)... increased by 
0.4 percent in April after falling 0.1 percent in March. Both the 
goods- and services-producing industries contributed to growth, with 
notable advances in oil and gas extraction, retail sales and educational 
services, as well as a rebound in manufacturing. 


' GDP measured at market prices is measured at purchaser's prices, including taxes paid. 
GDP at basic prices is GDP calculated at market prices, less taxes paid on products plus 
any subsidies on consumption. 


(continued on page 7) 
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(continued from page 5) 


Table 4: Percentage Distribution of Self-employed Workers by Gender 
and Education Level, Canada, Annual Average 2004 


With Paid Help Without Paid Help 


Incorporated Unincorporated Incorporated Unincorporated 
Education Level All Males Females All Males Females 
All levels 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
0-8 years 2.8 4.9 3.9 4.5 Dil 5.0 5: Sal 4.1 4.2 37, 5.4 6.6 3.6 
Some high school e2, ali gil 9.4 8.1 9.8 10.5 8.3 7.8 8.5 6.2 12:9) 14.0 als5} 
High-school graduate 20.6 18.9 20.0 18.3 25.1 eds 16.4 19.2 )e3) 18.8 20.9 18.5 18.6 18.3 


Some post-secondary 10.4 Holl 7.6 7.4 8.3 6.8 6.6 le 7.0 6.8 7.8 8.1 8.3 Te) 


All Self- 
Employees employed All Males Females 


Post-secondary 


certificate/diploma 34.3 Bowe Bow 33.8 34.2 Sila 30.7 Bye I 34.5 35.4 SL 83) 31.9 35.9 
University degree AD / 24.1 25.4 26.6 IG) 30.1 30.1 DDS) Dies 26.4 AED ANS) 20.6 DP 


Source: Statistics Canada, Labour Force Survey, special tabulations. 


FINANCING 


Visible Minority Entrepreneurs 


Ca population of visible minorities’ has grown more 


than threefold over the past two decades, and reached nearly 


Figure 1 presents a breakdown of financing instruments used by 


visible minority entrepreneurs. Their capital structure indicates a 


| 
4 million in 2001 (13 percent of the population). slightly higher usage of personal savings, personal credit and 
The Conference Board estimates that, by 2016, visible “love money” from friends or relatives. This is consistent with _ 
minorities will represent 20 percent of Canada’s population and the financing practices of newer firms and those operating in | 
18 percent of the labour force, which will have a large impact on service sectors. 


Canada’s small business sector. : : : ; 
These findings were extracted from Small Business Financing 


Profiles: Visible Minority Entrepreneurs (March 2005). For more 


information on the SME Financing Data Initiative and to access 


In 2001, 7 percent of Canada’s small and medium-sized 


enterprises (SMEs) were owned by visible minorities, { 


concentrated mainly in Ontario and British Columbia, which 


reflects immigrant settlement patterns.* 


Businesses owned by visible minorities are similar in size to firms 
owned by other entrepreneurs. They operate in all sectors of the 
Canadian economy, but are more concentrated in service-based 


sectors and the knowledge-based economy. 


Their capital needs are also similar to other small businesses, and 
they receive similar approval rates, terms and conditions for 
financing. Less than a quarter of visible minority entrepreneurs 
sought financing in 2000, and 80 percent were approved. 
Applications were typically for new lines of credit, followed by 


term loans and mortgages, primarily from chartered banks. 


the full publication, visit our website at www.strategis.gc.ca/fdi. 


a ee Set ee eS er ee a a 6 

' Visible minorities are persons, other than Aboriginal peoples, who are non-white in colour 
and non-Caucasian in race, including both native-born Canadians and immigrants. 

? Statistics Canada’s Survey on Financing of Small and Medium-sized Enterprises defines 
visible minority-owned SMEs as at least 50 percent ownership by a visible minority in a 


business with fewer than 500 employees and less than $50 million in annual revenues. 


(continued on page a 
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(continued from page 6) 


Figure I: Top Ten Sources of Financing Used 


in 2000 by Visible Minority-owned SMEs* 


Commercial loans and lines of credit 


Commercial credit cards 


Government loans and grants 


[rade credit from suppliers 


Leasing 

Personal savings of owner(s) 
Personal line of credit of owner(s) 
Personal credit card of owner(s) 
Personal loan of owner(s) 


Loans from friends and relatives of owner(s) 


0% 10% 20% 30% 40% 50% 


Other SMEs 


BB Visible Minority-owned SMEs 


* Includes any source of financing used, regardless of whether it was authorized or obtained 


in a previous year 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium- 
sized Enterprises, 2000. 


BUSINESS 
Bankruptcies 


[, the first quarter of 2005 — and for the tenth consecutive quarter — 
anada experienced a year-over-year decline in business bankruptcies. There 
ere 2122 business bankruptcies in the first quarter of 2005, a drop of 
percent from the same quarter of 2004 (2308). However, this number 
‘presents an 8-percent increase from the previous quarter (1966). 

our industries accounted for 53 percent of business bankruptcies: 


struction (373), retail trade (319), transportation and warehousing 


18), accommodation and food services (212). 


iabilities involved in bankruptcies also declined, dropping by 13 percent 
om $662 million in the first quarter of 2004 to $575 million in the first 
aarter of 2005. The average liability was $271 000 per bankrupt business 
-a 6-percent year-over-year decrease. The mining and oil and gas 


‘traction sector, which represented only 1 percent of business bankruptcies, 


sted the highest average liability $820 000 per bankrupt business — 
llowed by the management of companies and enterprises sector, with an 
erage liability of $785 000 for only 12 bankruptcies. On the other hand, 
e average liability in the construction industry, which was the sector with 
e most business bankruptcies (18 percent), was only $172 000, well below 


€ average for individual business bankruptcies as a whole. 


all Business Quarter Val No. 2, August 2005 


Data as of June 30, 2005 


(continued from page 5) 


Employment... rose 35 400 in May and a total of 64 700 in April 

and May, substantially more than in the previous three months (25 300). 
The rise in May was concentrated in services employment, which rose 
by 45 800. Employment in the goods sector fell 10 400, with declines in 
manufacturing (18 800) and construction (14 900). Despite the increase 
in employment, the unemployment rate was unchanged at 6.8 percent in 
May as more people entered the workforce. 


The Consumer Price Index (CPI)... (year-over-year change in prices) 
was 1.6 percent in May, down sharply from 2.4 percent in April owing to 
a year-over-year decline in gasoline prices, the first since March 2004. 
Core inflation, which excludes the eight most volatile components and 
indirect taxes, was also 1.6 percent, down slightly from 1.7 percent in 
April, and below the mid-point of the official 1-3 percent target range. 


The economic outlook... remains upbeat as economic activity 
continues to be supported by solid growth in domestic demand, driven by 
low interest rates, continued job creation, healthy consumer and business 
confidence, and record corporate profits. The June Consensus Forecast 
survey expected real GDP growth of 2.6 percent in 2005 and 2.9 percent 
in 2006. In previous Consensus Forecast surveys (last October), the 2005 
outlook has been revised down from 3.3 percent, largely reflecting the lag 
effects of the dollar’s appreciation. 


The Bank of Canada... held the target for the overnight rate 
unchanged at 2.5 percent on May 25, as economic developments 
remained largely consistent with the Bank’s outlook in the April Monetary 
Policy Report. In the United States, the Federal Reserve raised the federal 
funds rate by 25 basis points to 3.25 percent on June 30, bringing the 
cumulative rate increases since September 2004 to 2.25 percentage points. 
In its latest statement, the Federal Reserve reiterated its commitment to 
raising rates at a measured pace, which will likely continue on August 9, 
the next scheduled Federal Open Market Committee meeting. 

With rates rising in the United States while remaining stable in Canada, 
both short-term and long-term Canada—U.S. rate spreads were negative 
in June. 


The Canadian dollar... closed at US$0.816 on June 30, 2005, up 
3.6 percent since a recent low on May 16. Higher oil prices, which rose 
to a record high of nearly US$60 per barrel on June 20, gave some 
support to the Canadian dollar, which was partially offset by the impact 
of the widening of the negative spread between Canadian and U.S. short- 
term interest rates. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Kevin Koch at 613-948-4068 or at 
koch.kevin@ic.gc.ca 
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RECENT Developments me = | » 


eo) Small Business Statistics 


Maunched in 2001 in response to a demand for baseline 
ae on small businesses, Key Small Business Statistics provides 
a statistical overview of the small business sector in Canada. 
An updated version was released in July 2005 with newly 
available data, including data on the contribution of small 


businesses to employment creation by growth firms. 


Key Small Business Statistics is updated twice a year and can be 
found in the “Statistics” section of the Small Business. 
Research and Policy website at oo 


www.strategis.gc. ca/sbstatistics. 


() 10% recycled material 


* 


APEC Sinall and Median Enterprise 
Ministerial Masitnes 


Ros conde will participate in be 12th sta Pacthc Eoaae 
Cooperation Small and Medium Enterprise (APEC SME) 
Ministerial Meeting in Daegu, Korea, on September 1-2 
2005. A founding member of APEC, Canada continues ro : 
make contributions to a stronger economic and social — 

environment in the Asia-Pacific region. The theme for he 
meeting is “Promoting Innovation of SMEs,” with the 
following subthemes: Human Resources and Technology 
Development Through Industry and Academia Linkage, 
Enhancing Availability of Capital to Innovative SMEs, a 
Networking and Clustering for Innovative SMEs. Relate 
meetings will be held leading up to the ministerial me 
They include a Business Forum that will be held on 
August 28-31, the Sth Micro Enterprises Sub-Grou 
meeting on August 28th, and the 21st SME Working eS 
Group meeting on August 29-30. 


More information on APEC’s SME Ministerial Meeting 
and related activities may be obtained at — 
http://www.apec2005.org. | 
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PERFORMANCE 


| Trends 


Between the second quarter of 2004 and the second 
quarter of 2005, small businesses (those with fewer 
than 100 employees) created approximately 

20 200 jobs or 12.8 percent of net new jobs in the 
‘Canadian economy. 


Business bankruptcies numbered 2018 in the 
second quarter of 2005, a decrease of 1.5 percent 
from the same quarter of 2004. 


Total business loans outstanding’ from chartered 
yanks amounted to $100.3 billion in the second 
quarter of 2005, an increase of 7.6 percent from the 
ame quarter of 2004. Business loans of less than 
$500 000 accounted for 19.4 percent of the total. 


There were 2.53 million self-employed workers in 
the third quarter of 2005, an increase of 2.0 percent 
‘rom the same quarter of 2004. 


Excluding non-residential mortgages, agricultural loans and customers’ 


iability under acceptances. 


Governmen 
Publications 


OU A eR eT Eee ey 


www.strategis.gc.ca/SMEquarterly 


ESTIMATING INFORMAL 
Investment in Canada 


| eet investors’ are crucial players in the development of 

innovative firms. They tend to operate behind a veil of anonymity, but 
understanding their role and appreciating the scale of their investment 
activity is essential if Canada is to understand how best to nurture and 


encourage these investors. 


Estimating Informal Investment in Canada was prepared by Equinox 
Management Consultants Ltd. for the Small Business Policy Branch of 
Industry Canada. This report uses data from the Survey on Financing of 
Small and Medium Enterprises* to estimate the flow and potential stock 


of capital available for informal investment. 


Investment Activity 


The report estimates that the annual flow of informal investments in 
2001 was $11.4 billion and the potential stock of capital available for 
other business ventures by Canadian owners was $12.9 billion. In 
addition, the authors estimated the flow of Canadian angel 


investment? to be, at a minimum, $3.5 billion in 2001. 


The report also shows that: 

¢ 72 percent of surveyed informal market investors acted as 
operators* in the firms they invested in; 

¢ 51 percent of all informal investment capital was invested at arm’s 
length, whereas 49 percent went to firms owned by investors’ 


friends and family; and 


(continued on page 2) 
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investors who did not invest in firms owned by friends and family. Although not conclusive because of 


friends or family and who did not play an active a low response rate in the sample, this evidence 
role in operating the firms they invested in appear supports the idea that returns on investments by angel 
to invest more frequently and in larger amounts investors are higher than those by non-angel investors 
than investors in other categories. and suggests that distinct categories of informal 


investors may have different levels of success in their 


Returns on Investment ; 
investments. 


For the first time, the 2001 Survey on Financing of 3 ie ; ee gree 
or more information on Estimating Informa 
Small and Medium Enterprises collected data on : g 
Investment in Canada, please contact Brad Belanger at 


(613) 946-7287 or via email at 
belanger.brad@ic.gc.ca. 


business owners’ realized rates of return on their 
informal investments — an area where there had 


previously been no Canadian information. Table 1 


provides 4 breakdown of rates of return by category of | Informal investments are equity investments in private, start-up small and 


As li medium-sized enterprises in which an individual invests his or her own capital. 
Informal investor. The investor may or may not have a role in managing the firm. 


é : ° 2 Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 
The authors consider investors in Category 1 to be UE eel “ 
4 ; 4 i 7 > Angel investors are individuals who provide their own capital for business 
primarily angel investors. This group was less likely to : ; ; 2 NERO 

5 to) start-ups in exchange for an equity stake in the firm. 


lose money and more likely to earn high returns (more 4 An operator is defined as an individual taking an active role in managing 


than 50 percent) compared with investors in the other the firm. 


categories, e.g., those who invested in firms owned by 


Table 1: Rates of Return by Category of Informal Investor, 2001 


en nn ee EE EEE EEE EEE 


Category 1. Category 2. Category 3. Category 4. 
Invested at Arm’s Length, Invested in Friends, Family, Invested at Arm’s Length, Invested in Friends, Family, 
Did Not Act as Operator Did Not Act as Operator Acted as Operator Acted as Operator 
Rate of Return (%) 
sae ese 
Lost money 26.7 62.4 50.2 47.3 
Earned 1-50 percent 40.7 25.8 38.8 37.0 
Earned more than 
50 percent 32.6 1HES 11.0 il yay 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2001. 
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JOB Creation 


in the preceding four quarters. Slightly more than 158 000 net 
| PBN cording to Statistics Canada’s Survey of Employment, jobs were created during the period. The largest job losses 

| Payrolls and Hours, slightly more than 157 000 net jobs (payroll (34 404) occurred in manufacturing and represented 22 percent 
jobs) were created between the second quarter of 2004 and the of the net total. In contrast, three industries created 64 percent 
second quarter of 2005 (Table 2). This gain is much higher than of the Canadian net total: retail trade (36 percent); 

the 91 000 net jobs created between the second quarters of administration and support, waste management and 

| 2003 and 2004. Table 2 shows that all categories of business — remediation services (17 percent); and construction 

) small (fewer than 100 employees), medium-sized (11 percent). Among small businesses, the number of jobs 
(100-499 employees) and large (500 employees and over) — dropped by 5687, but, overall, the net job changes differed 
contributed to job growth between the second quarters of 2004 greatly from one industry to another. For example, small 

and 2005. Large firms, however, were mainly responsible for businesses in the construction industry posted a net gain of 
this growth at 82.4 percent of net new jobs, compared with 11 291 jobs, whereas small businesses in the manufacturing and 
a8 percent for small businesses and 4.7 percent for medium- wholesale trade sectors lost 9935 and 9022 jobs respectively. 
‘sized businesses. In the small business category, the two smallest There is also considerable disparity in the contributions of the 
sub-categories posted net job declines. various small business categories: firms with 5-19 employees 


Table 3 presents a breakdown of net changes in average payroll Create aenianel/92 00 jobs silicieas thosciyith 


employment by industry and business size. Net change is the 20-2 nployees lest mabre than 54 00) spaniy because ci 


major job losses in the accommodation and food services sector 


(a loss of 12 044 jobs). 


difference between the average level of employment in the four 


quarters ending the second quarter of 2005 and the average level 


Table 2: Year-over-year Net Change'in Payroll Employment? by Firm Size, 
Canada, QI 2002 to Q2 2005 


Change, y/y % Contribution to Total Net Change by Size of Firm (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q1 2002 0.9 110 112 -10.5 525 43.0 36.9 101.8 -8.3 -26.6 34.9 Boul 
Q2 2002 US 220 493 2D 5.4 36.8 Sy oil 77.6 14.1 -16.2 -2.2 24.6 
Q3 2002 Ze) 372 033 -0.5 1.0 24.0 25.4 50.0 16.8 -8.6 8.2 41.9 
Q4 2002 Ou 468 689 -1.0 2.0 2275, 23.6 46.9 13.1 -1.9 AGES 41.9 
QI 2003 3D 417 394 1.6 -0.2 17.6 OEY 38.7 Sel 2.8 15-9 45.4 
Q2 2003 Des} 295 106 4.5 0.3 9.6 3: Zoe) 12.4 4.4 16.8 ek: 
Q3 2003 1.0 132 639 9.1 -5.9 14.5 15:5: ZOEY 16.4 11.5 28.0 38.8 
Q4 2003 Or 88 037 7.4 -15.4 18.6 29.6 40.2 is) 13:9) BL 28.6 
QI 2004 0.5 60 967 1.4 20.6 16.5 26.6 65.1 0.8 -39.9 ESM wl 74.0 
Q2 2004 0.7 91118 -20.6 952) -29.6 -46.8 -1.8 -32.1 21.4 -10.7 NOZS) 
Q3 2004 Le. 15S 395i -19.1 599 -10.2 -30.3 0.3 -9.6 3.1 -6.5 106.3 
Q4 2004 12 160 950 -12.1 58.6 -13.5 -33.1 -0.2 0.4 -0.7 -0.2 100.4 
QI 2005 v2 156 058 =7.7 3219 -21.6 -31.1 -27.6 6.6 11.4 18.0 109.6 
Q2 2005 12 157 368 -3.9 -6.0 12.4 10.3 LATS 25.0 -20.2 4.7 82.4 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2005. 

" Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 

* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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Table 3: Year-over-year Annual Net Change! in Payroll Employment? by Industry and Firm Size, 
Q3 2004 to Q2 2005 


Total Net Change Total Net Change by Size of Firm (Number of Employees) 
Industry %, yly  Jobs,yly 0-4 5-19 20-49 +—-50-99 0-99 -—-:100-299 300-499 100-499 500+ 
Forestry -5.4 -2 886 -501 -451 -258 -112 -1 322 -19 -9 -28 -1 537 
Mining and oil and gas extraction 300) 5 063 23) 464 447 56 1 200 18 2 031 2 049 1 813 
Utilities 3) 4109 64 -11 60 -513 -40] -821 540 -281 4790 
Construction Dosff 17 828 -917 6 864 DS 2 587 lei 4252 2 419 6 671 -133 
Manufacturing Sey -34 404 -2 032 -1 815 -1 990 -4 098 -9 935 -1 777 -5 787 -7 563 -16 906 
Wholesale trade -0.9 -6 405 -2 428 1 866 -4 112 -4 348 -9 022 2 360 866 3 226 -607 
Retail trade 3.6 57 670 -5 415 14 224 -814 -8 840 -846 -723 2 067 1 344 57 Val 
Transportation and warehousing 2.6 15512 -42 425 -395 -759 -772 2 003 684 2 686 13 598 
Information and cultural industries 0.8 2 853 -131 126 -417 -85 -507 -2 118 1 327 -792 415] 
Finance and insurance 0.6 3716 All 7/33) 1 102 -802 238 -1 195 21S: 2 476 3 689 12m 
Real estate and rental and leasing 4.3 9 996 -534 DTN -477 -261 1 700 1701 691 2392, 5 908 
Professional, scientific and technical 
services 0.5 3) OO 1 081 4 449 -844 463 5 150 5 280 -2 587 2 693 -4 476 
Management of companies and 
enterprises 2.3 2 087 253 523 432 -595 613 4) -184 -224 1 698 
Administration and support, waste 
management and remediation 
services 4.4 27 134 MT 308 -2 017 Bow ail 7S) 685 -1 300 -615 28 927 
Educational services ey 16 373 239 So -1 002 -991 -1 221 1 488 23) IVA -1 683 19 27) 
Health care and social assistance 0.9 13 050 1 303 6 856 -4 306 -3 295 558 -1 516 -5 983 -7 499 19 99( 
Arts, entertainment and recreation 1.0 2 467 -199 1 472 1 384 -321 2 336 -158 -1 761 1919 2 046 
Accommodation and food services Me, 11 343 -3 161 9 983 2 230 -12 044 -2 992 -3 510 4 474 965 13 374 
Other services (excluding public 
administration) le? 5 810 -3 340 7905 -2 850 -875 840 0 1 021 I 021 3 94! 
Public administration 0.5 3 655 -28 43 -96 96 16 453 -373 80 3 56 
Canada total? 1.2 158 332 -17 009 57 834 -13 068 -33 444 -5 687 8771 -2 559 6 213 157 801 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2005. 

| The year-over-year change in net payroll employment is calculated as the difference between the average level of employment in the four quarters ending the second quarte 
of 2005 and the average level in the preceding four quarters. 

2 Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll, and employees in the following industries: agriculture, fishing and 
trapping, private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude 
unclassified industries. 


> Total net change in employment within each industry and by firm size may not add up due to rounding. 
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SELF-Employment 


by sing data from Statistics Canada’s Labour Force Survey for 2004, 
Industry Canada’s Small Business Policy Branch has compared the 
profiles of self-employed workers in individual industries in 1989 
and 2004. 


For several decades, employment in Canada has been shifting from the 
goods sector to services. This trend has been even more pronounced 
among self-employed workers. Table 4 shows that between 1989 and 
2004, the proportion of self-employed workers in the services sector 
rose from 63.2 percent to 73.0 percent, an increase of 9.8 percentage 
points at the expense of the goods sector. This increase is almost three 
times higher than that for employees (3.6 percentage points), where 
the proportion of workers in the service sector rose from 71.7 percent 


to 75.3 percent. 


The reduction in the goods sector is primarily the result of the very 
substantial drop in the proportion of self-employed workers in 
agriculture (17.1 percent in 1989 versus 8.5 percent in 2004). On the 
services side, two industries showed a marked increase in self- 
employment: professional, scientific and technical services gained 

6.1 percentage points and management of companies and 
administrative and other support services gained 2.2 percentage 
points. The trade sector, however, posted a relative drop in the share 
of all self-employed workers. In 1989, this sector represented the lion’s 
share of self-employed workers in the services sector with 16.5 percent; 
15 years later, this sector had dropped to second place with 

12.3 percent. In fact, during this period, the number of self-employed 
workers in the trade sector increased by only 0.2 percent, the lowest 


annual increase of all industries in the services sector. 


This shift in employment to the tertiary sector was evident in all 
categories of self-employed workers. The greatest increase in self- 
employed workers in the services sector occurred in unincorporated 
businesses (up more than 11 percentage points). Conversely, for 
incorporated self-employed workers with paid help, the employment 
shares between goods and services remained relatively stable between 
1989 and 2004. Furthermore, and unlike other categories of self- 
employed workers, the employment share of incorporated self- 
employed workers with paid help in agriculture increased between 


1989 and 2004, which offset the drop in other goods sector industries. 


(continued on page 6) 
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Data a of September 30, 2005 


Canada’s real Gross Domestic Product (GDP)... increased by 

3.2 percent (annualized) in the second quarter of 2005, following a 
2.1-percent rise in the previous quarter. The higher growth reflected a sharp 
decline in imports (-3.5 percent), which resulted in the first positive 
contribution to growth from net exports since the second quarter of 2004. 
Domestic spending, particularly by households and business, grew a solid 
2.9 percent and was the main contributor to overall growth, though the 
pace slowed from the unsustainable 6.2-percent rise in the first quarter. 
On the business side, corporate profits (before taxes) advanced 9.5 percent, 
and were at a record level of 14.0 percent of GDP. On the personal side, 
consumer spending and disposable income grew at the same pace, leaving 
the savings rate at -0.5 percent. 


Consumer spending... rose by 2.4 percent, down from 6.7-percent 
growth in the previous quarter. As in the first quarter, purchases of durable 
and semi-durable goods, such as motor vehicles and home appliances, led 
the increase. 


Housing investment... rebounded 7.9 percent in the second quarter of 
2005, following a 1.5-percent decline in the first quarter. Low mortgage 
rates, rising income and solid consumer confidence continue to support 
housing activity. 


Business investment in machinery and equipment... continued 
to grow, but at a slower pace (3.2 percent versus 13.7 percent in the first 
quarter). Strong growth in machinery and equipment investment in recent 
quarters bodes well for enhancing productivity performance. Non-residential 
construction grew 4.1 percent in the second quarter, the fifth consecutive 
advance, down from 13.1-percent growth in the first quarter. 


Corporate profits (before taxes)... have increased on average 

17.4 percent in the last eight quarters, leading to a record high both in levels 
and as a percentage of GDP. Profits in the second quarter of 2005 were 
concentrated in the non-financial sector, particularly in the mining, oil and 
gas industries, which benefit from high commodity prices. 


The current account surplus... was $18.7 billion (annualized) in the 
second quarter, $5.2 billion higher than in the previous quarter. This 
marked the 24th consecutive quarterly surplus. 


Real GDP at industry level (at basic prices’)... rose by 

0.2 percent in July, 0.3 percent in June and 0.4 percent in May. 

The increase was concentrated in mining, oil and gas extraction, which 
benefited from higher crude oil prices. Output in manufacturing declined 
for the fifth time in six months and stood 1.3 percent below its level in 
January 2005. 


' GDP measured at market prices is measured at purchaser's prices, including taxes paid. 
GDP at basic prices is GDP calculated at market prices, less taxes paid on products plus 
any subsidies on consumption. 


(continued on page 7) 
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Table 4: Self-employment (Percentage) in Canada by Category of Worker" 


and Industry, 1989-2004 


ee  —— ee 


Employees Self-employed 

Goods-producing sector 28.3 24.7 36.8 27.0 
Agriculture ie Oo el) 685 
Forestry, fishing, mining, oil and gas 2.3 1.8 2.5 2.0 
Utilities be? 1.0 0.0 0.0 
Construction D3) 4.8 2 Oe, 
Manufacturing 18.3 16.3 50e 38 
Services-producing sector De TSB 63.2 73.0 
Trade SEY 16.3 16.5 13) 
Transportation and warehousing ee 4.9 4.2 5.8 
Finance, insurance, real estate and leasing 6.7 6.0 a3 6.0 


Professional, scientific and technical 


services 3.6 4.8 8.5 14.6 
Management of companies and 
administrative and other support services 2.2 3.6 3.8 6.0 
Educational services Vie, KS ital 1.9 
Health care and social assistance 9.8 TRIES WD 8.8 
Information, culture and recreation 41 Bo 3.6 4.8 
Accommodation and food services 6.1 6.8 4.0 Bn 
Other services BS) 35 9.8 3) 
Public administration 7.2 6.1 0.0 0.0 
All industries 100.0 100.0 100.0 100.0 


Source: Statistics Canada, Labour Force Survey, special tabulation. 
' Unpaid family workers are not shown in this table due to their small number. 


Incorporated Unincorporated 
With paid help No paid help With paid help No paid help 
1989 2004 1989 2004 1989 2004 1989 2004 
2A Bile? 32:41 25.9 By yf 36.3 24.6 
3.6 4.7 8.6 7.4 16.9 TS AVS) 9.8 
A) Dia) Ital 2.8 Bo) A) 2.5 1.5 
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
16.4 Id 17.8 12.6 WAT 13.0 9.4 11.6 
DH 9.0 4.6 3.0 53 auf 2.4 1.8 
68.0 68.8 67.6 74.1 61.3 729) 63.7 75.4 
25.1 20.3 20.8 12.8 16.2 14.2 i153 8.0 
36 47 50 ed? 2a oe 48 516i 
5.9 5.6 6.3 7.8 2:5, 4.4 4.3 6.1 
oD ES: 14.8 23.8 10.6 13.2 Fh 1339 
ay) 4.1 4.8 39 Bee 4.6 4.0 7.8 
0.5 0.7 0.0 12 0.1 OLS) 2.0 oul 
3.7 5.1 23) 3) Sa 14.3 ei 112 
2.6 2.6 3.4 4.7 1.6 DEM Be 6.6 
6.8 TS U7 1.6 6.7 6.4 1.6 1.6 
6.6 Wal US) 7.0 8.1 DS 132 Lid 
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


BUSINESS Bankruptcies 


Ay... were 2018 business bankruptcies in Canada in the 
second quarter of 2005, continuing the year-over-year 
downward trend with a slight drop of 1.5 percent compared 
with the same period in 2004. This figure also represents a 
quarter-to-quarter drop of 4.9 percent. Four industries made up 
55 percent of these bankruptcies: construction (393), retail trade 
(311), accommodation and food services (220), and 


transportation and warehousing (182). 


On the other hand, liabilities involved in bankruptcies posted a 
year-over-year increase of 8.9 percent, rising from a total of 


$671 million in the second quarter of 2004 to a total of 


$731 million in the second quarter of 2005. The average liability 
was $362 000 per bankrupt enterprise, representing an annual 
increase of 10.6 percent. Although accounting for only 9 percent 
of business bankruptcies, the transportation and warehousing 
sector posted the highest average level of bankruptcy at 

$976 000, followed by the management of companies and 
enterprises sector with average liabilities of $895 000 for only 
eight bankrupt firms. On the other hand, in the construction 
industry, which accounted for the largest number of 
bankruptcies (19.4 percent), the average bankrupt business 


liability of $186 000 was well below the national average. 


Small Business Quarterly — Vol. 7, No. 3, November 200! 


FINANCING 


Canada Small Business Financing Act: 
Comprehensive Review Report 1999-2004 


Te Canada Small Business Financing (CSBF) Program represents a 
strategic partnership between the federal government and lending 
institutions to extend the supply of credit to small businesses and thus 
offers an efficient and effective mechanism for facilitating asset-based 


debt financing to small businesses. 


Under the provisions of the Canada Small Business Financing Act, the 
Minister of Industry tabled a comprehensive review of the first five years 
of the CSBF Program (1999-2004) in Parliament in April 2005. 

The overall purpose of the review was to examine the provisions and 
operations of the program and how successful it has been in facilitating 
small businesses’ access to financing. Highlights from the five-year report 


include the following: 


¢ The CSBF Program remains relevant to the needs of small business, 
supporting nearly $5.4 billion in lending through about 
66 000 loans. 

* Loans delivered major economic benefits such as job creation, higher 
sales growth for CSBF Program borrowers, higher business survival 
rates and higher operating profits. 

* The net cost to government of CSBF Program loans made during the 
reporting period is estimated at about $114 million on a net-present- 
value basis over the maximum 10-year life of the loans. 

* It seems unlikely that the program could recover all of its costs 
without unduly compromising the program objective of facilitating 
financing to small businesses that would not likely obtain it 


otherwise. 


A number of issues were identified for consultation with stakeholders 
regarding how the Canada Small Business Financing (CSBF) Program 
could be improved and made even more successful. They included how 
program parameters are defined, types of financing/program eligibility 
and the needs of social enterprises. Such consultations were carried out 


in summer 2005 with a view toward a report back to stakeholders in 


the fall. 


For more information regarding the comprehensive review or the CSBF 


Program, please visit www.strategis.ic.gc.ca/sbresearch/csbfa 
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Data as of September 30, 2005 


(continued from page 5) 


Employment... rose by 28 000 (0.2 percent) in August and 138 000 
since the beginning of the year. This is in comparison with an increase of 
130 000 in the first eight months of 2004. The rise in August was 
concentrated in goods employment, which rose by 24 600 (0.6 percent), 
with solid gains in the construction and resources sectors. Employment in 
manufacturing fell by 8500 (0.4 percent), the fourth decline in five 
months. Employment growth in the services sector was flat. Despite the 
increase in employment, the unemployment rate was unchanged at 

6.8 percent. 


The Consumer Price Index (CPI)... inflation (year-over-year change 
in prices) was 2.6 percent in August, up sharply from 2.0 percent in July 
because of soaring gasoline prices. Core inflation, which excludes the eight 
most volatile components and indirect taxes, rose to 1.7 percent, up from 
1.4 percent in July but still below the mid-point of the official 

1—3 percent target range. 


The economic outlook... remains positive on the heels of a stronger- 
than-expected performance in the second quarter. Although energy prices 
have risen substantially, low interest rates, healthy employment gains and 
corporate profits still support consumer and business confidence and 
spending. The September Consensus Forecast survey, which was taken after 
Hurricane Katrina, expects real GDP growth of 2.8 percent in 2005, up 
from 2.6 percent three months ago. Although the Consensus Forecast 
survey expected 2.9-percent growth for 2006, unchanged from three 
months ago, the strength of the Canadian dollar and rising energy prices 
are still significant risks to the outlook. The outlook for U.S. growth — 
3.5 percent in 2005 and 3.3 percent in 2006 — has remained stable, 
reflecting the view that the economic impact of Hurricane Katrina will 
be limited. 


The Bank of Canada... increased the target for the overnight rate by 
25 basis points to 2.75 percent on September 7. The Bank indicated that 
risks to its outlook remain balanced, and it would monitor developments 
closely in light of rising energy prices and evidence of weakening world 
demand. In the United States, the Federal Reserve continued to raise the 
federal funds rate on September 20 by 25 basis points to 3.75 percent, 
well above the 1.0 percent rate in June 2004 when it started tightening. 
In its latest statement, the Federal Reserve noted that recent 
developments, including Hurricane Katrina, would not pose a persistent 
threat to its longer-term economic outlook, and so it will likely continue 
to raise interest rates at a measured pace. 


The Canadian dollar... closed at US$0.860 on September 30, 2005, a 
13-year high and up about 9.0 percent since mid-May. The upward trend 
in the dollar has been mostly the result of higher energy prices. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Kevin Koch at 613-948-4068 or at 


koch.kevin@ic.gc.ca 


RECENT Developments 


Key Small Business Financing Statistics 


DB oncrcs in August 2005, Key Small Business Financing 
Statistics is a reference document on the state of financing for 
Canadian small and medium-sized enterprises (SMEs). It is 
part of a series of research products prepared by Industry 
Canada through the SME Financing Data Initiative. 

Key Small Business Financing Statistics provides information 
about the SME marketplace, including financing activity, 


access to financing, and financial and ownership structures. 


Key Small Business Financing Statistics can be found at 


www.strategis.gc.ca/sbfstatistics 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canadas small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. : 


e send your request to 
: questions or comments about 
theeditor: 


abemananjara.rova@ic.gc.ca 
Small ‘Business Policy Branch 
Industry Canada 
235 Queen Street 
Ottawa ON KIA 0H5 
Tel.: (613) 941-1462 
Pa Wee es A 
_ Website: www.strategis.gc.ca/sbresearch, 


x 


Permission to Reproduce. Except as otherwisé Specifically noted, the information in 
this publication may be reproduced, in: part-or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution;and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.gc.ca 
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The 22nd Conference of the Canadian 
Council for Small Business and 


Entrepreneurship 


au. 22nd Conference of the Canadian Council for Small 
Business and Entrepreneurship (CCSBE) was held from 
October 27 to October 29 in Waterloo, Ontario. Under the 
theme “Fostering and Incubating Canadian Entrepreneurship: 
Best Practices,” academics, policy-makers, business support 
professionals, economic development officers and practitioners 
have examined the provision of capital, marketing advice, 
logistical assistance, research parks, targeted technological 
development, and fostering and incubating Canadian 


entrepreneurship. 


For more information on the CCSBE and the October 


conference, please visit www.ccsbe.org 
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PERFORMANCE 


Trends 


Between the third quarter of 2004 and the third 
quarter of 2005, small businesses (those with fewer 
than 100 employees) created 48 885 jobs or 

27.4 percent of net new jobs in the Canadian 
economy, up from 12.8 percent in the 

previous quarter. 


There were 2.25 million business establishments in 
June 2005, a decrease of 4.2 percent from 
june 2004. 


Business bankruptcies numbered 1651 in the third 
quarter of 2005 (the lowest level in 18 years), a 
drop of 8.1 percent from the same quarter in 2004. 


Total business loans outstanding! from chartered 
panks amounted to $99.6 billion in the third 
quarter of 2005, an increase of 7.2 percent from the 
jame quarter of 2004. Business loans of less than 
$500 000 accounted for 19.1 percent of the total. 


There were 2.54 million self-employed workers in 
the fourth quarter of 2005, an increase of 

3.2 percent from the same quarter of 2004, up from 
1.0 percent in the previous quarter. 


| Excluding non-residential mortgages, agricultural loans and customers’ 


jiability under acceptances. 


Government 
Publications 


OG Uo ART Eee 


www.strategis.gc.ca/SMEquarterly 


EXPORTING MATTERS: 
Job Creation Performance 
Dee EG) Oat Cis eee) Olan O02, 


FN. part of its ongoing research program on growth firms, Industry 
Canada’s Small Business Policy Branch has recently completed a study 
that examines the job creation performance of exporters and high- 
growth firms! that export, by firm size. This study used a linked data 
set from Statistics Canada’ to conduct a firm-level analysis of the 


universe of employer firms’ from 1993 to 2002. 


Excluding start-ups, 325 000 employer firms operated between 1993 
and 2002 and created 1.0 million net jobs over this period. The 
churning process (the net effect of firm entry and exit) resulted in an 
additional 900 000 net new jobs. Of the 325 000 continuing employer 
firms, 18 000 were exporters, which were responsible for nearly half of 
net jobs created by continuing employer firms (475 000 net jobs) even 
though they accounted for less than 6 percent of continuing 
businesses. Given that Canada’s exports more than doubled between 
1993 and 2002, it was expected that exporters would increase their job 
creation, but they created far more jobs than expected in relation to 


non-exporters over this period. 


High-growth firms that export play an even more significant role in 
job creation. Of approximately 55 000 high-growth firms, only 
8 percent were exporters but they were responsible for 38 percent of 


net new jobs created by high-growth firms. 


As shown in Figure 1, the average number of net jobs created by high- 


rowth firms was greater for exporters than for non-exporters. Looking 
g fo) fo) 
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Recent Developments 


up a greater proportion of firms with more than 


at the number of net jobs created for all sizes of firms, 


exporters across firm-size categories: exporters made 


the difference between exporters and non-exporters is 
larger than the difference within each firm-size category. 


This is due to the distribution of exporters and non- 


100 employees than non-exporters. However, the gap 


Figure 1: Pipiece Number of Jobs Created per 


High-Growth Firm, by Size of Firm (1993) and 


Export Status (2002), 1993-2002 
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Source: Statistics Canada, Linked data from the Exporter Registry and Longitudinal Employment 


Analysis Program, \ 993-2002. 


(continued from page 1) 


between exporters and non-exporters is proportionally | 


the greatest in the smallest firm-size categories. 


Furthermore, the smallest firms created more jobs per 


i 
| 


dollar exported than large firms. 


These results confirm that exporters play a very | 


important role in the Canadian economy, and indicate 


that high-growth firms that export are extraordinary job 


creators. They also suggest that exporting may be a gooe 
growth strategy for small businesses, which are under- 
represented in the exporting population. According to 4 
this research, increasing the number of small businesses 


that pursue exporting and high-growth strategies could | 


result in large payoffs for businesses and for 


the economy. 


Additional results are available from Exporting Matters: | 
Job Creation Performance of Exporters, 1993-2002 at 


www.strategis.gc.ca/sbresearch. 


' High growth is defined as an increase in employment of at least 50 percent 


over the first four years of the period. 


2 The linked data set was built from the Exporter Registry and the Longitudinal 

5 a | 
Employment Analysis Program (LEAP). The Exporter Registry is an administratiy 
data file that covers all merchandise (goods) exports; LEAP is a longitudinal file 
that contains employment data on the universe of employer firms. | 
~ a ? | 
5 Employer firms are defined as enterprises that have a payroll account with he 


Canada Revenue Agency. 


BUSINESS Establishments 


ccording to Statistics Canada’s Business Register, there were 
about 2 248 000 business establishments! in Canada in June 
2005, a decrease of 4.2 percent from June 2004. Over this 
period, the number of businesses in the indeterminate category” 
dropped by more than 100 000, a decline of 7.4 percent. At the 
same time, the number of businesses with employees grew by 
around 1950 over the 1 046 345 registered in June 2004, 
representing an increase of barely 0.2 percent. This overall change 
was the result of increases of 0.1 percent in the number of small 
businesses (those with fewer than 100 employees), 3.9 percent in 
the number of medium-sized businesses (those with 

100-499 employees) and 1.6 percent in the number of large 


businesses (those with 500 employees or more). 


Table 1 shows business establishments by size (number of 
employees) and economic sector. In June 2005, small businesses 
accounted for around 98 percent of employer establishments. Of 
these, microbusinesses (those with fewer than five employees) 


constituted the largest category, with 56.5 percent of the total 


ie 


number of employer businesses, while establishments with 
5-49 employees accounted for 38.0 percent and those with 
50-99 employees, at approximately 32 000 establishments, 


represented only 3.1 percent of the total. 


More than one third of small business establishments were activ 
in the following three sectors: professional, scientific and | 
technical services; construction; and retail trade. These three 
sectors alone represent more than one third of all micro- 4 
businesses. Medium-sized businesses were most heavily | 
concentrated in manufacturing (20 percent) and retail trade 
(13 percent). 


! For an individual business establishment to be included in Statistics Canada’s Business) 
Register, the company to which it belongs must meet one of the following criteria: have at) 
least one paid employee (with payroll deductions remitted to the Canada Revenue Agency) 
have annual sales revenues of $30 000, or be incorporated and have filed a federal corporal) 
income tax return at least once in the previous three years. Several business establishments 


belong to the same company and each company owns at least one business establishment. 


2 The indeterminate category consists of incorporated or unincorporated businesses that di 
not have a Canada Revenue Agency payroll deductions account. The workforce of such 


businesses may consist of contract workers, family members and/or owners. 


(continued on page 3, 
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| (continued from page 2) 


: Table 1: Business Establishments by Size of Employment and Industry, June 2005 


Employer Businesses 
| Alar ora 
| Cond Number of Employees Distribution (%) 
ff Industry Total Indeterminate! Total 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 
® Agriculture, Forestry, 
Fishing and Hunting 195 039 136 867 58172 44184 FOG 3957) 2182) 559 202 63 9) Daf le? 
| Mining and Oil and 
Gas Extraction 15. 7a 7 148 8564 4957 153 929 813 349 195 117 51 0.8 1.4 
Utilities 2 037 806 2330 5S) 206 168 59) 61 42 39 37 0.1 0.4 
Construction 259 064 145 290 WLS ES RRs) Fe Ssyey hil 23/5} HM Wa 2 482 984 Sy) 104 11.0 6.0 
Manufacturing 97 454 36 744 60710 25014 9 183 8 209 8647 4744 2900 1603 410 Dp) 20.0 
Wholesale Trade Mis Aey2 52 076 63156 30 837 11 924 9 404 7 449 DDAOS) 935 336 64 6.0 5.6 
Retail Trade 216 120 81 917 134 203 60 047 32107 22,038" 127699 4 283 ANSI 794 104 12.8 13.0 
r 
Transportation and 
Warehousing 109 999 63 751 46 248 30 327 5 980 4197 3 464 | 26S) 535 By 128 4.4 319) 
@ Information and : 
| Cultural Industries 31501 17 863 13 638 6 806 2 143 Ley 1 698 635 329 182 88 1.3 23 
| Finance and Insurance 92 052 57 901 34151 17009 5 544 4633 4875 1 040 541 331 178 3,2. 39) 
Real Estate and Rental 
and Leasing 172 965 131 479 41486 25092 6836 4566 3233 1 050 434 205 70 4.0 2.8 
Professional, Scientific 
|f and Technical Services 313 374 196 285 117089 81214 15 843 9/95 COO 6 20ND) 884 404 120 1S, Teh 
| Management of 
§ Companies and 
Enterprises 83 282 65 856 17 426 10 261 DY SXG 1 892 1 493 621 350 194 89 1.6 2.4 
Administrative and 
Support, Waste 
Management and 
| Remediation Services 105 568 57 465 48103 27 141 8 124 5781 4 189 1541 742 435 150 4.6 No? 
| Educational Services 22 044 10 265 Nh WHS) 6 069 1 862 1 450 1 073 417 D3) 228 427 ith Dl 
Health Care and Social 
Assistance 95 605 12 891 82714 46607 15 718 S)eyeAi/ 5948 2107 1 301 on 409 7.8 3) 
| Arts, Entertainment 
and Recreation 41 930 23 683 18 247 9 422 MS 2 442 1 926 720 327 141 44 Le 2a 
Accommodation and 
Food Services 107 292 So ITE 74 Woy 28'293 14206 14010 11 804 4251 i yer 309 65 Hell 6.6 
| Other Services 
] (Excluding Public 
Administration) 163 961 68 346 95615 63 808 16460 9138 4512 1 098 413 144 42 93 2:5 


Public Administration 7 930 65 7 865 2S 1 530 1092 1222 656 464 359) Buy 0.7 3.6 
| Total All Industries 2 248 161 1 199 875 1 048 286 592694 179533 126739 91749 32100 15143 7412 2916 100.0 100.0 
A a aa NE a ee ee 


Share of Employer 
Businesses 100% 56.5% 17.1% 12.1% 8.8% 3.1% 1.4% 0.7% 0.3% 


J Source: Statistics Canada, Business Register, June 2005. 


 ‘ The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses 
4 may consist of contract workers, family members and/or owners. 
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JOB Creation 


aN growth was much greater during the more recent period than the 
ccording to Statistics Canada’s Survey of Employment, Payrolls contribution recorded between the third quarter of 2003 and the 
and Hours, close to 179 000 net jobs (payroll jobs) were created third quarter of 2004. 


between the third quarter of 2004 and the third quarter of 2005, 


es The bottom part of the table shows a breakdown of the net 
representing an increase of 1.3 percent. This year-over-year gain is 


changes in payroll jobs by province or territory, as well as by firm 
similar to the 1.2 percent achieved between the third quarters of 


size. Yukon (4.8 percent), Alberta (3.0 percent) and Nova Scotia 
2003 and 2004 (159 000 jobs). 


(2.7 percent) posted the highest year-over-year job growth rates 


As shown in Table 2, large firms (those with 500 employees and between the third quarters of 2004 and 2005, while Ontario and 
more) were responsible for 61.6 percent of net job growth between Alberta generated the most new jobs (69 540 and 44 052 

the third quarter of 2004 and the third quarter of 2005, compared respectively). In terms of job growth by firm size over the same 
with 27.4 percent for small firms (those with fewer than period, large firms recorded the highest rate of growth at 

100 employees) and 11.1 percent for medium-sized firms 1.9 percent, compared with 0.9 percent for small and medium- 
(100-499 employees). The contribution of small firms to job sized firms. 


Table 2: Year-Over-Year Change! in Payroll Employment,’ by Province and Territory, 
3rd Quarter 2005 


Change % Contribution to Total Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q3 2004 2 158 951 -19.1 ys) -10.2 -30.3 0.3 -9.6 ul -6.5 106.3 
Q4 2004 17? 160 950 -12.1 58.6 -13.5 -33.1 -0.2 0.4 -0.7 -0.2 100.4 
Q1 2005 ees 156 058 Moll 329) -21.6 -31.1 -27.6 6.6 11.4 18.0 109.6 
Q2 2005 Ne 157 368 -3.9 -6.0 12.4 10.3 12.8 25.0 -20.2 4.7 82.4 | 
Q3 2005 Ihe3) 178 674 55S) -3.0 14.6 11.8 27.4 18.2 -7.2 HIE I 61.6 


a 


Province/Territory Growth Rates (%) 


Newfoundland 43 8 546 he ad ee -1.8 4.5 6.1 0.9 73 of 
Prince Edward Island 1.6 1 084 0.3 -6.0 8.7 =i -0.9 8.9 -28.9 AWA 6.1 | 
Nova Scotia Leff 10 107 0.0 -2.1 0.4 2.0 -0.2 35) 16.1 6.8 3.8 | 
New Brunswick -0.8 -2 534 -2.7 -2.6 -2.0 ley -1.7 6.8 -3.5 4] -1.4 | 
Quebec 0.8 26 656 1 0.8 Do 1.6 1.4 -0.2 -6.4 -2.0 sis) | 
Ontario V3 69 540 -0.1 -0.5 0.9 We 0.4 IS, -3.1 0.7 PRs) 
Manitoba 0.5 2 756 -1.6 -1.2 1.3 -2.3 -0.8 -1.5 -3.3 -2.0 2.4 
Saskatchewan Dei 8 329 0.2 -0.1 0.9 3.0 0.8 8.7 -3.6 4.7 25) 
Alberta 3.0 44 052 7s WES 3.0 1.0 m7 3.4 9.2 49 43 
British Columbia 1.6 26 328 2) 0.1 io 4.9 -2.2 3.8 0.4 24 0.3 | 
Yukon? 4.8 807 4.7 3.4 -11.8 6.3 0.0 31.5 — — — 
Northwest Territories? 0.5 106 4.5 -2.0 -8.0 -15.3 -6.0 Wien — — -- | 
Nunavut? -0.1 -10 13.8 -1.4 -6.3 Does Digs 13.1 - _- —— 
Canada Total hess 178 674 0.7 -0.3 ee 1.8 0.9 De -2.1 0.9 19) | 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2005. | 
' Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 

> Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 


household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


Data for firms with 300 or more employees in the territories are suppressed because of confidentiality restrictions but are included in the size category and territorial totals. ( 
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BUSINESS 
Bankruptcies 


ae here were 1651 business bankruptcies in the third quarter of 


2005, the lowest level in 18 years and reflective of the downward 
pattern of recent quarters. The number of business bankruptcies 
dropped by 8.1 percent, down from 1796 in the same quarter of 
2004, continuing the downward trend started in 2002. Compared 
with the second quarter of 2005, business bankruptcies declined 

18.2 percent, down from 2018. Four sectors made up more than half 
of these bankruptcies: construction (282), retail trade (221), 


accommodation and food services (208) and manufacturing (170). 


Liabilities involved in bankruptcies dropped sharply by 34.0 percent 
compared with the third quarter of 2004, from $1.034 billion to 
$682 million. Similarly, average liability per business bankruptcy 
dropped by 28.0 percent to $413 000. The sector that posted the 
largest average liability was the management of companies and 
enterprises sector, at $2.3 million for only 10 bankrupt businesses. 
Average liability was also high in the manufacturing and wholesale 
trade sectors, at around $960 000 per bankrupt business. On the 
other hand, average liability in the construction sector, which 
accounted for the largest proportion of business bankruptcies 
(17.0 percent), was $246 000, well below the average liability per 


business bankruptcy. 


SELF-Employment 


| 

} 

| Us data from Statistics Canada’s Labour Force Survey for 2004, a 
comparison was made of self-employed workers in 1989 and 2004 on 


the basis of their normal working hours (Table 3). 


Like their employed counterparts, self-employed workers now spend 
less time working than previously, having reduced their weekly work 

| time by two hours over the last 15 years (compared with a drop of one 
hour for employees). In 2004, the self-employed worked an average of 
41.7 hours per week compared with 43.6 hours in 1989. Although 
self-employed workers still spend many more hours at work than 
employees do, the gap between the two groups of workers has 
‘marrowed somewhat — from 7.0 hours per week in 1989 to 6.2 hours 


per week in 2004. 


(continued on page 6) 
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Data as of January I 0, 2006 


Canada’s real Gross Domestic Product (GDP)... increased by 

3.6 percent (annualized) in the third quarter of 2005, up from 3.4 percent 
in the previous quarter. The higher growth reflected a sharp increase in 
exports (10.4 percent), which resulted in a substantial contribution to 
growth from net exports. Domestic spending grew by 3.9 percent and 
continued to be the main contributor to overall growth. On the business 
side, corporate profits (before taxes) advanced 23.6 percent and were at a 
record level of 14.4 percent of GDP. On the personal side, real disposable 
income grew by 4.0 percent, while the savings rate was -0.2 percent, for a 
third consecutive negative quarter. 


Consumer spending... rose by 2.4 percent, down from 3.2 percent 

y B P 
growth in the previous quarter. Purchases of durable goods and services led 
the increase. 


Housing investment... rose by 2.8 percent, after rising by 7.8 percent in 
the previous quarter. Low mortgage rates, rising income and solid consumer 
confidence continue to support housing activity. Housing starts in the 
fourth quarter remained strong at an average of 220 000, although this was 
down from 227 000 in the previous quarter. In 2005, total. housing starts 
were 223 900 units, down 4.1 percent from 2004, but at the second-highest 
level since 1998. 


Business investment in machinery and equipment... grew by 
12.5 percent in the third quarter, fueled by record corporate profits and a 
high capacity utilization rate. The strong growth in the third quarter 
followed an average quarterly gain of nearly 11.0 percent in the previous 
four quarters. Strong growth in machinery and equipment investment bodes 
well for enhancing productivity performance. Non-residential construction 
grew strongly — by 11.9 percent for the third consecutive quarter — 
following a year of weak growth. 


Corporate profits (before taxes)... have increased 17.6 percent at an 
annual average rate in the last nine quarters, including a gain of 23.6 percent 
in the third quarter, leading to a record high both in levels and as a 
percentage of GDP. Rising energy prices have had a significant impact on 
corporate profits, particularly for mining and mineral fuel industries. Profits 
among financial industries also accelerated in the third quarter. Profits 
among manufacturing industries were mixed. While profits increased in 
motor vehicles and parts, and in petroleum and coal, weakness was evident 
across most remaining manufacturing industries as a result of rising fuel 
prices, increases in other input costs and appreciation of the 

Canadian dollar. 


The current account surplus... was $37.2 billion (annualized) in the 
third quarter, $17.6 billion higher than in the previous quarter. This marked 
the 25th consecutive quarterly surplus. 


Real GDP at industry level (at basic prices’)... rose by 

0.2 percent in October, following no change in September and a 
0.6-percent rise in August. The increase in October was mainly due to a 
rebound in manufacturing output, particularly the production of 
motor vehicles. 


"GDP measured at market prices is measured at purc rices, including taxes paid. 
GDP at basic prices is GDP calculated at market prices less taxes paid on products plus 
any subsidies on consumption. 


(continued on page 7) 
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(continued from page 5) 


categories, the proportion of those who work 50 or 


This drop is partly explained by the decrease in the 
proportion of self-employed workers who work more hours per week has now dropped below the 
40 hours or more per week, particularly those who work 50-percent mark. 


50 or more hours. This implies that proportionately It is also noteworthy that, in both 1989 and 2004, self 


fewer self-employed workers are choosing to work more employed workers with paid help still spend more time 


than 40 hours in a normal week. at work on average than those that don’t use paid help, 


Although this trend is found in all categories of self- which may be partly explained by the need to devote 
employed workers, the drop in the proportion of those time to human resources management. As a result, self 
who work 50 or more hours per week was particularly employed workers with paid help are much more likely 
substantial, especially for incorporated businesses that to work more than 40 hours per week than those 


use paid help. Thus, in direct contrast to 1989, in all without paid help. 


oe 


Table 3: Self-Employment! (Percentage) by Hours Worked per Week, 1989 and 2004 
Incorporated Unincorporated 
Weqatiionte Employees Self-Employed With Paid Help No Paid Help With Paid Help No Paid Help 
Worked per Week 1989 2004 1989 2004 1989 2004 1989 2004 1989 2004 1989 2004 
1-14 DD) Bhs) )5) 8.1 2.0 2.6 4.6 5.8 Dell Dix 15.0 eS 
15-29 10.7 12.8 9.6 WES} ou 6.2 8.3 10.6 DS) 7.0 13.6 Val 
30-34 4.7 6.8 6.6 7.6 oe 4.6 ey) Mee 4.9 5.8 8.9 5) 
| So) 21.3 24.3 4.7 6.3 4.2 4.8 4.8 6.9 4.1 5.5 Sel 7.1 
| 40 43.9 40.2 YES) 21.3 D3) Maye 29.7 24.3 BRM 21.4 21.0 19.6 
41-49 6.6 6.0 8.0 8.3 9.6 10.6 We) 9.0 9.6 oF 6.9 7.0 
50 or More Wed) 4.6 Se! 35.8 52.0 47.9 39.2 36.2 50.2 48.9 29.6 27.4 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
| Average (Hours) 36.6 O55) 43.6 41.7 49.5 47.6 45.2 42.9 49.8 48.0 38.9 37.4 


Source: Statistics Canada, Labour Force Survey, special tabulation. 


' Unpaid family workers are not shown in this table due to their small number. 


FINANCING 


Growing the Businesses of Tomorrow: Prospects of Early-Stage Venture Capital Investment in Canadalll 


Challenges and Prospects of Early-Stage 


This study uses a statistical analysis of market trends and a series 


Venture Capital Investment in @anda of interviews with senior VC professionals to analyze the early- 


stage VC market. 


QS... the mid-1990s, Canada’s venture capital (VC) industry 
has experienced increasing growth in the volume of early-stage! 
financing of innovative businesses. Indeed, it appears there has 
been a fundamental shift in the industry during this time, with 


a greater focus on early-stage over later-stage activity. 


These trends and other key issues are examined in a new study 
prepared by Macdonald & Associates Ltd. for Industry Canada, 


“Growing the Businesses of Tomorrow: Challenges and 


Key findings indicate that early-stage financing has experienced | 
exceptional growth since 1996, capturing a greater proportion 
of total companies financed and total VC invested annually. 
Early-stage financing represented 38 percent of total companies: 
financed and 32 percent of total VC dollars invested in 1996, 
but increased significantly to 56 percent and 50 percent, 
respectively, by 2004. Despite these increases, the average capita 
infusion in early-stage financing in Canada has typically been 


less than half of the average in the United States. | 


(continued on page | 


Small Business Quarterly — Vol. 7, No. 4, February 206 


(continued from page 6) 


The second phase of the study included interviews with senior VC 
professionals on the progress of the market and challenges that 
confront the industry. They linked the shift in focus toward early-stage 
activity to the emergence of dedicated Canadian early-stage VC funds. 
While stressing the importance of this development, they also 
emphasized challenges facing early-stage investors. When asked to rate 
a list of challenges, Canadian and U.S. VC professionals indicated that 
the lack of VC fund managers with adequate skills and experience, the 
small size of VC pools and undercapitalized early-stage VC 
transactions were key impediments to early-stage financing (see 


Figure 2). 


Professional managers also reflected on the role of federal and 

| provincial governments, noting that public policy needs to better 
Support the development of the market. Specific recommendations 
included: encouraging more institutional participation in the market; 
assisting in local angel investor organizations; and removing tax and 


legal barriers that unnecessarily impair cross-border deal syndications. 


For more information and access to this study and others, please visit 


our website at www.strategis.ic.gc.ca/venturecapital. 


' Early-stage financing can be described as venture capital or another form of private equity capital 


provided to a young or emerging company to facilitate its growth and. development. 


Figure 2: Key Challenges to Undertaking Early- 
Stage Financing Activity in Canada 


Professional Manager Ratings by Importance 
(5=Very Important, 1=Not Important) 


Too few venture fund managers with adequate skills, experience 
Early-stage venture capital pools are too small 


Early-stage firms are undercapitalized relative to competitors 


Too few capital funds focused on early stage 


Too few experienced business managers for company building 

‘Too few venture fund managers with sector-specific experience 
Not enough co-investors, particularly for follow-on financing 

Too few seasoned entrepreneurs 

Scope of venture capital liquidity options too narrow 

Early-stage investors operate with overly restrictive criteria 
Insufficient government support at front end of early-stage activity 
Inadequate market infrastructure for sourcing quality deal flow 


Regulatory barriers to advancing intellectual property and 


prototype testing 


Source: Macdonald & Associates Ltd. 
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Employment... was essentially unchanged in December as an increase of 
36 000 in full-time jobs offset part-time job losses of 38 000. 
Employment rose by 223 400 or 1.4 percent in 2005. In December, 
employment gains in finance, insurance, real estate and leasing, and 
professional, scientific and technical services were largely offset by losses in 
other services and health care and social assistance. For 2005, the strongest 
employment growth was in educational services (89 100 or 8.4 percent) 
and construction (56 600 or 5.7 percent). Employment in the 
manufacturing sector fell 4.4 percent in 2005, representing 100 000 job 
losses. Following a high in November 2002, the manufacturing sector has 
shed 152 000 jobs. In December, the unemployment rate edged up 

0.1 percentage point to 6.5 percent as more people entered the labour 
market in search of work. 


The Consumer Price Index (CPI)... inflation (year-over-year change 
in prices) was 2.0 percent in November, down from 2.6 percent in 
October due to the decline in the price of gasoline. Core inflation, which 
excludes the eight most volatile components and indirect taxes, was 

1.6 percent, down from 1.7 percent in October and still below the mid- 
point of the 1-3 percent official target range. 


The economic outlook... remains positive despite rising interest rates 
and further appreciation of the Canadian dollar. The growth outlook for 
2005 remains at around 2.9 percent, and the December Consensus Forecast 
survey expects growth of 3.0 percent in 2006. Despite the dollar’s 
appreciation, strong world demand for commodities and low interest rates 
have supported growth in the Canadian economy. Strong U.S. economic 
growth (estimated at 3.6 percent in 2005) has also helped the Canadian 
economy. The U.S. economy is expected to remain robust and to grow at 
3.4 percent in 2006. 


The Bank of Canada... increased the target for the overnight rate by 
25 basis points to 3.25 percent on December 6. The Bank indicated that 
developments in the Canadian and world economies are largely in line 
with its expectations. In the United States, the Federal Reserve continued 
to raise the federal funds rate; on December 13, it raised the rate by 

25 basis points to 4.25 percent, well above the 1.0 percent rate in June 
2004, when it started tightening. In its latest statement, the Fed noted 
that economic expansion in the United States appears solid and alluded to 
further rate increases to maintain price stability if necessary. 


The Canadian dollar... stood at US$0.86 at noon January 10, 2006, 
up about 9.0 percent since mid-May 2005. The upward trend in the value 
of the dollar has been mostly because of higher energy prices. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Jenness Cawthray at 613-952-6401 or at 
cawthray.jenness@ic.gc.ca. 
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RECENT Developments 


Key Small Business Statistics 


aa he sixth edition of Key Small Business Statistics, which 


provides baseline data on the small business sector in Canada, 


has recently been released. This edition of the publication 


includes updated data and text in many sections and incorpo- 


rates results from the 2003 Innovation Survey. 


Key Small Business Statistics was launched in 2001 in response 


to a demand for statistics on the small business sector in 


Canada. It is updated twice a year and can be found in the 


“Statistics” section of the Small Business Research and Policy 


website at www.strategis.gc.ca/ sbstatistics. 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada,» 


ou want to subscri 
sick 


ase send your request to 


ail: rabemananjara.rova@ic.gc.ca__ 
Small Business Policy Branch 
Industry Canada 
235 Queen Street 
Ottawa ON KIA 0H5 
Tel.: (613) 941-1462 
Fax: (613) 946-1035 = 
Website: www.strategis.gc.ca/sbresearch 


Permission to Reproduce. Except.as otherwis¢ specifically noted, the information in 
this publication may be reproduced, if part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.ge.ca 
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Global Supply Chains Conference 


au. Global Supply Chains Conference, hosted by 
Industry Canada, was held on February 15-16, 2006, in 
Ottawa, Ontario. The purpose of this conference was to 
examine the importance of the growth of global supply chains 
and their use by Canadian firms. The conference brought 
together knowledgeable academics and business leaders to 
share their perspectives on the challenges and opportunities 
that Canadian firms face as they become part of global supply 


chains, and on the implications for policy development. 


The conference provided a comprehensive view of the global 


supply chain paradigm and covered such topics as: 


* Canada’s participation in global supply chains and 
policy implications; 

° supply chain management and logistics; 

* small and medium-sized enterprises in global 
supply chains; 

¢ the impact of global supply chains on the 
commercialization and innovation strategies of firms; 

¢ global supply chains and emerging markets; 

¢ the social impacts of global supply chains on skills and 
consumers; and 

* global supply chains in the aerospace and pharmaceutical 


industries. 


For more information on the conference, please visit 
www.strategis.ic.gc.ca/epic/internet/ingsc-gcsf.nsf/en/ 


Home. 
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PERFORMANCE 


Trends 


Between the fourth quarter of 2004 and the fourth 
I) ter of 2005, small businesses (those with fewer 
han 100 employees) created 38 709 jobs. This 

e represented 17.6 poe of net new jobs in 


e Canadian economy, down from 26.8 percent 
in the previous quarter. 


susiness bankruptcies numbered 1726 in the 

urth quarter of 2005, a drop of 12.2 percent from 
i 

Fi same period in 2004. 


tal business loans outstanding! from chartered 
anks amounted to $100.2 
juarter of 2005, an increase of 5.4 percent from the 


ame quarter of 2004. Business loans of less than 
500 000 accounted for 19.0 percent of the total. 


2 billion i in the fourth 


uere were 2.51 million self-employed workers in 


1 


J 
pe e first quarter of 2006, an increase of 1.5 percent 
tom the same quarter of 2005. 


luding non-residential mortgages, agricultural loans and customers’ 


lity under acceptances. 


SMALL BUSINESS 
PROFILES: 
Informally Financ 
Entrepreneurs 


‘¢ WE 6 8 ape, 


= 
ial 
alt he informal market is the single largest source of external equity 
capital for Canadian small and medium-sized enterprises (SMEs).' On 
the demand side, the market comprises thousands of small businesses 
seeking investments of ownership capital. The supply side of the 
market consists of two groups of investors. One group, known as love 
money, includes the business owners’ friends and family members, who 
invest their personal funds into the owners’ firms. The other group of 
informal investors is known as business angels,” individuals of high net 
worth who are frequently entrepreneurs and who are willing to invest 
their personal wealth in businesses owned by others. This article uses 
2004 data from the SME Financing Data Initiative (SME FDI) to 
examine firms that accessed these two predominant forms of 


informal investments. 


Incidence of Firms That Received Informal Investment 


In 2004, business angels played a role in financing more than 200 000, 
or approximately 15 percent, of 1.36 million Canadian SMEs. In 
comparison, friends and family helped finance more than 

328 000 Canadian SMEs — almost one out of four firms. Firms that 
accessed the two predominant forms of informal investment were 


represented in all industry sectors, but were most frequent in the 


(continued on page 2) 
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manufacturing and wholesale/ retail trade sectors. Like 
friends and family, business angels helped finance firms 


across all regions. 
Financing Activity 


Firms financed by business angels were more likely to 
be approved for external credit in the form of 
commercial loans and trade credit (85 percent of 
applications were approved for angel-financed firms 
compared with 70 percent for firms financed by friends 
and family) than other firms (Table 1). This suggests 


that business angels may perform an accreditation role 


(continued from page 1) { 


2 
(3.7 percent application rate compared with 0.6 percent 


for both angel-financed firms and firms without 


informal financing). 


For further information regarding the findings of this ' 
profile, visit the SME FDI website at 4 


www-strategis.ic.gc.ca/fdi. : 


' For the purpose of this article, SMEs are defined as firms with fewer than 
500 employees and less than $50 million in revenues. Excluded are non-profit | 

: Kal 
or government organizations, schools, hospitals, subsidiaries, co-operatives, and 


finance and leasing companies. | 


2 Business angels are typically individuals who possess high net worth, who are. 


as well as being a supplier of capital in their own right. well educated and who have considerable business experience. They are 


frequently entrepreneurs — or former entrepreneurs — who are willing to 


iven the lower val rate for loans requested b 
Given the lowe aPPre rate fo : aI cca invest the proceeds of their accomplishments in, as well as contribute the 
firms financed by friends and family, these firms were benefits of their business experience to, businesses owned and operated by 


more likely to have sought additional equity financing Sun ersTen rae Semana aes 


ee = 


Table 1: Financing Request and Approval Rates, 2004 


Firms Financed by Friends Firms Without 


Angel-Financed Firms and Family Informal Financing 

Type of Financing : (%) | 
Percent of SMEs That Sought Any 26.0 21.0 19.0 | 
Type of Financing | 
Debt Financing ¢ Request Rate 22.0 20.0 15.0 i 

* Approval Rate 85.0 70.0 92.0 ¢ 
Supplier ¢ Request Rate 13.0 10.0 9.0 3 
pen cass * Approval Rate 96.0 92.0 92.0 
Other Equity * Request Rate 0.6 Sif 0.6 


Financing* 


a tae ee Oe ee 


* The approval rate for all SMEs that requested other equity financing was 46 percent. 


Source: Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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mployment 


aumber of self-employed workers grew at an annualized rate of 


ay percent from 1995 to 2005, which was lower than the rate 


self-employment has made a comeback over the last five years, 
with annualized growth of 2.3 percent for men and 2.9 percent 


for women. 


Thus, self-employed women are gaining ground somewhat on 
their male colleagues. In 2005, they represented 34.5 percent of 
the self-employed workforce, compared with 33.7 percent in 


995, an increase of 0.8 percentage points. 


Men (Percent of All Self-Employed) 


Over the last 10 years, a growing number of self-employed 
workers have chosen to incorporate their businesses. The 
proportion of men whose businesses are incorporated grew from 
25.2 percent of all self-employed workers in 1995 to 

29.5 percent in 2005, whereas the proportion of self-employed 
women in the same category grew from 7.3 percent to 

10.0 percent. The trend is especially marked among self- 
employed workers without paid help — the percentage of both 


men and women who are incorporated has doubled over 


the decade. 


The proportion of unpaid family workers continued to decline, 
especially among self-employed women in this category, who 
accounted for only 0.6 percent of all self-employed workers in 
2005, compared with 2.0 percent in 1995. Over the last 

10 years, their numbers diminished by 9.5 percent a year, which 


was the fastest drop for all classes of self-employed workers. 


Table 2: Self-Employed in Canada, Shares and Annual Growth Rates by Category of Worker. 
and Gender, 1995-2005 


Women (Percent of All Self-Employed) 


‘a All Self. Incorporated ___Unincorporated _ Wapaid All Self. Incorporated Unincorporated Unpaid 

Employed NoPaid WithPaid NoPaid WithPaid Family Employed NoPaid WithPaid NoPaid WithPaid Family 

Men Help Help Help Help Workers Women Help Help Help Help Workers 
1995 66.3 6.0 192 28.9 HES 0.7 ahi 2.1 5.2) 20.7 Shi 2.0 
1996 65.7 6.6 17.8 ADT 11.0 0.6 34.3 Dds 4.8 ALS) 3.8 2.0 
1997 64.8 7.8 es) Zs) 9.0 0.8 spy) 29) 33) 21.9 oh 39) 
1998 64.5 Te 16.2 Sulit 8.9 0.7 ID 2.8 4,9 22.6 3.4 1.8 
1999 65.1 8.4 16.8 30.8 8.6 0.6 34.9 3.0 5.1 22.1 3.5 1D) 
2000 64.8 9.1 16.3 30.1 8.8 0.5 Bo) 3:2 5.6 PND hil iy? 
20 66.0 10.0 16.6 29.9 Mil 0.5 34.0 3) Be 20.8 shit 1.0 
64.8 10.4 16.1 PED) 2D 8.6 0.5 37) 3.6 5.4 PNET 3.6 0.9 
65.4 11.0 16.2 295) 8.3 0.5 34.6 3.8 D2 22) 35D) 0.9 
65.8 11.4 Wife) 28.9 8.0 0.4 34.2 43 Dey 20.2 ap 0.8 
65.5 11.8 WE 28.1 7.6 0.4 34,5 4.2 5.8 20.5 3h3) 0.6 
995-2005 1.8 8.9 ial 1.6 -2.3 -3.7 Del 9) il al 1.8 0.9 -9.5 
1995-1999 Sh) il 0.5 5.6 -3.5 1.0 4.9 13.8 3) 5.6 2.6 -8.5 
} 1999-2001 -2.5 6.0 -3.7 -4,7 -0.4 217k -4.6 1.6 3.2 -6.2 0.5 -14.0 
6.7 0.9 8.4 5.6 AD) -0.5 -8.2 


FINANCING 


Financing of Social Economy Enterprises 


[eee Canada commissioned PricewaterhouseCoopers 
Canada, the Canadian Community Investment Network 
Cooperative and the Carleton Centre for Community 
Innovation to undertake three separate reviews of academic and 
professional literature on various financial aspects of social 
economy enterprises (SEEs).! According to these studies, there 
are an estimated 162 000 SEEs in Canada, which employ more 
than 900 000 persons and account for 2.6 percent of Canada's 
Gross Domestic Product. Excluding SEEs operating in the 
health, education and research sectors, SEEs are estimated to 
earn 47 percent of their total revenues through entrepreneurial 
activities, with 30 percent of their funding coming from 
government sources, 19 percent from charitable contributions 


and 4 percent from other sources. 


The studies found that SEEs often suffer financially as a result 
of poor managerial skills, lack of strong business strategies, low 
support from the financial sector and other uncertainties in their 
operating environment. The studies also found that SEEs require 
greater access to mainstream financing to achieve sustainable and 
competitive levels of operation. Community-based finance 
institutions are the single most important financial institution 
providing access to capital for SEEs. They play a key role in 


raising and deploying capital, but are at a very early stage of 


development in Canada. They are funded largely through federal 
government regional development programs. Alternative sources 
of financing for SEEs are very limited because venture capital 
and private equity investors seek high returns, while investors 
and conventional lenders perceive SEEs as high risk, unlikely to / 


be profitable and not sufficiently businesslike or entrepreneurial, | 


All three reports indicate a growing intersection between the 
social economy and the market economy. They also found that 
governments are increasingly turning to SEEs to deliver services | 
and, in so doing, are demanding higher levels of accountability — 
and are using competitive processes to ensure efficiency. 
Consequently, SEEs are finding that they must adopt operating { 
methods similar to those employed by SMEs to survive and 


compete successfully with SMEs in a broader range of markets 


| SEEs include co-operatives, local development organizations and many (but not all) i 
charity and non-profit organizations. They cover a wide range of activities in areas as diverse 
as economic development, health, education, research, the environment, social and 


community services, and international development. 
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JOB 
Creation 


PN cosine to Statistics Canada’s Survey of Employment, Payrolls and 
| Hours, the number of payroll employees increased by 219 582 in the 
fourth quarter of 2005 compared with the same quarter of 2004, 
reaching a total of 13 690 796 (Table 3). This figure corresponds to 
_annual growth of 1.6 percent, the highest increase since the second 

| quarter of 2003. Job growth occurred in both small businesses and 
medium-sized businesses,’ with annual increases of 0.7 percent and 
La percent, respectively, but large businesses contributed most to 
| overall job growth, with a 2.7-percent annual increase. Overall, 


| 72.4 percent of job gains were attributable to large firms, while small 


firms contributed 17.6 percent. 


Three sectors were the main contributors to job growth: retail trade; 
health care and social assistance; and administrative and support, 
waste management and remediation services. Some sectors lost jobs, 
however, particularly manufacturing and forestry. In the fourth 
quarter of 2005, manufacturing lost approximately 38 200 jobs, a 
drop of 1.9 percent in one year. Most of these losses were in medium- 
‘sized and large firms. In the forestry sector, the net loss of 1623 jobs 
| 


in one year, a drop of 2.5 percent, reflects the difficulties this sector 


has been experiencing; small businesses in this sector were the worst 


ccd, with 1860 jobs lost. 
| 


| 


| Small businesses have fewer than 100 employees, medium-sized businesses have 100 to 


499 employees and large businesses have 500 or more employees. 


(continued on page 6) 


Small Business Quarterly — Vol. 8, No. 1, May 2006 


Canada’s real Gross Domestic Product (GDP)... increased by 

2.5 percent (annualized) in the fourth quarter of 2005, following a 
3.5-percent increase in the previous quarter. Total domestic spending rose by 
4.3 percent, although net exports fell despite the higher growth of real 
exports in the fourth quarter (9.6 percent) compared with the previous 
quarter (7.4 percent). Stronger growth in real imports (11.4 percent in the 
fourth quarter compared with 10.2 percent in the third quarter) absorbed an 
increasing share of domestic spending. On the business side, corporate 
profits (before taxes) rose further to a record 14.6 percent of GDP. On the 
personal side, disposable income grew by 5.3 percent and the savings rate 
rose to 0.3 percent, following three consecutive negative quarters. In 2005, 
the Canadian economy grew by 2.9 percent, the same as in 2004. 


Consumer spending... rose by 2.9 percent in the fourth quarter, up 
from 2.4-percent growth in the third quarter. Purchases of semi-durable 
goods and services led the increase, while spending on durable goods 
declined for the first time in eight quarters. For 2005 as a whole, however, 
durable goods spending grew by a strong 6.0 percent supported by rising 
incomes and a booming housing market. Total consumer spending advanced 
4.0 percent in 2005, the highest annual growth since 2000. 


Residential investment... rose by 1.4 percent in the fourth quarter of 
2005, down from 2.5-percent growth in the third quarter. In the first two 
months of 2005, the number of housing starts averaged 245 000 
(annualized), 8.8 percent higher than the average level (225 000) in the 
fourth quarter of 2005. 


Business investment in machinery and equipment... grew by 
13.3 percent in the fourth quarter, following a 15.3-percent increase in the 
third quarter. Strong domestic and foreign demand, high capacity utilization 
and record profits provided strong incentives for Canadian businesses to 
invest. Business investment in structures grew by 6.8 percent in 2005, up 
significantly from 0.8-percent growth in 2004. This, combined with a 
10.7-percent increase in investment in machinery and equipment, advanced 
total business investment by 9.1 percent in 2005 compared with 6.1-percent 
growth in 2004. 


Corporate profits (before taxes)... increased by 16.4 percent, and at 
an average annual rate of 17.6 percent in the last 10 quarters, to stand above 
$200 billion for the first time ever. In 2005, oil and gas and mining 
industries led the overall growth in profits, due largely to high energy prices, 
while the services and construction sectors also performed well. Corporate 
profits fell in other sectors, particularly in manufacturing where the high 
value of the Canadian dollar had a substantial negative impact on industries 
highly exposed to international trade. 


Real GDP at industry level (at basic prices’)... rose by 

0.2 percent in January 2006, following a 0.4-percent rise in December 
and 0.3-percent increase in November 2005. Growth in January was 
concentrated in the retail and wholesale trade sectors, particularly in sales 
of motor vehicles and home furnishings, and in the finance and real 
estate sectors. 


"GDP at market prices is measured at the 
basic prices is calculated at market prices | 
on consumption. 


purchasers paid, including taxes. GDP at 
paid on products, plus any subsidies 
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Table 3: Year-Over-Year Net Change! in Payroll Employment by Industry, 4th Quarter 2005 


i 

Change % Contribution to Total Net Change (Number of Employees) ‘ 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ ; 
Q4 2004 Ie 163 507 -12.0 58.4 -12.7 -32.7 1.0 0.3 -0.7 -0.4 99.3 j 
Q1 2005 ee 162 310 74 yoo) -20.2 -29.6 -24.8 6.2 11.4 17.6 107.2 
Q2 2005 il 160 817 -3.8 5.4 WP? 10.4 TBS, 24.3 -20.0 4.3 82.2 
Q3 2005 1.4 186 005 3.8 Be 14a) PE 268 18.6 8.4 10.2 63.1 : 
Q4 2005 1.6 219 582 67 25 5.8 8.8 76 11.3 43 9.9 71.4 
Industry Growth (Jobs) 4 
Forestry -2.5 -1 623 -176 -599 -874 -211 -1 860 963 -256 707 -470 | 
Mining and Oil and Gas 
Extraction 6.3 SDS 242 613 -488 168 DSP) 1 563 9 1 572 7 818 
Utilities -0.6 -696 0 192 93 Z 292 623 -216 407 -1 392 
Construction 2.2 15 167 6 876 -2 375 228 -326 4 403 6 767 =)57/2 By 125) 5 569 
Manufacturing -1.9 -38 192 -793 -2 417 435 -2459 -5 234 -9 765 -9103 -18868  -14 089 
Wholesale Trade -0.4 -2 981 581 -2 642 -1 184 -2 917 -6 162 785 1 812 227, 584 
Retail Trade PEED) 43 125 -312 27), Ay! 6 184 8 537 12 282 10 484 3 128 13 612 17 233 
Transportation and Warehousing 0.8 5 048 Dig -619 -774 98 -1 018 296 -430 -134 6 199 | 
Information and Cultural | 
Industries 2.5) 8 647 otk -336 i Wey -1 970 -878 1 107 -302 805 8 720 : 
Finance and Insurance ily 9 646 584 227 eS) -384 1 686 385 203 588 7 374 | 
Real Estate and Rental and t | 
Leasing 33) 7 830 1017 1 612 1 470 LOT 4 396 -964 1 326 362 3071 
Professional, Scientific and | 
Technical Services 3) 8 379 2 461 SAS 149 1 218 1 676 -1 865 ie) -I 092 719 
Management of Companies and 
Enterprises 6.7 6 143 -] 379 -1 106 -842 548 -2 779 -437 -1 108 -1 545 10 465 
Administrative and Support, Waste 
Management and Remediation 
Services 6.7 42 674 24 2 449 1025 2 890 6 388 6 926 5 338 12 264 24 021 
Educational Services 2.6 25 963 268 553 414 464 1699 2591 -471 2 120 22 142 


Health Care and Social Assistance Bail 43 452 2 206 DGG 3 684 3 627 11 794 1 808 -8 350 -6 542 38 202 


Arts, Entertainment and 


Recreation 0.7 1 566 638 -1 072 -1 251 -833 -2 518 -2 017 2 854 837 3 247 


Accommodation and Food 
Services 1.4 12 941 326 -630 452 8 457 8 605 6 739 il 255 7 994 -3 659 


Other Services (Excluding Public 
Administration) 0.8 4 232 1 640 -185 1 339 iL ONG 4 750 -426 267 -159 -360 


Public Administration 2.4 18 335 -57 187 332 191 653 -828 ib DIS} I 085 1659a 


‘ 


Salas pe were a Se SS SE Let 
Canada Total 1.6 219 582 14 732 -8 152 12 769 19 360 38 709 24 736 -2 930 21 806 159 066 — 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2006. ; 


% 
\ “ S + ee . ‘< “ ~ 
Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


> Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not ona payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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BUSINESS 
Bankruptcies 


Car business bankruptcy record improved in 2005, with 


609 fewer bankruptcies than in 2004, a 7.5-percent drop from 8128 to 
7519. Only three of the 20 industrial sectors reported an increase in 
the number of bankruptcies: administrative and support, waste 
management and remediation services reported 3 percent more 
bankruptcies, educational services 12 percent and other services 
(excluding public administration) 4 percent. On the other hand, the 

| total amount of bankruptcy liabilities showed a substantial increase. 


‘Liabilities increased by 36.0 percent over 2004, for a total of 


| $4.2 billion in 2005. This increase was principally in the finance and 
imsurance sector, which saw bankruptcy liabilities rise from 

| $49.9 million in 2004 to $1.30 billion in 2005. The average amount 
of liability per business insolvency was close to $553 000, an increase 


of 47.0 percent over 2004. 


In the fourth quarter of 2005, there were 1726 business bankruptcies, 


‘down 12.2 percent compared with the same period in 2004. However, 
ki $2.08 billion, the total amount of bankruptcy liabilities were up 
/175 percent in the fourth quarter of 2005 compared with the fourth 
[quarter of 2004, mainly owing to an extraordinarily high $1.28 billion 
‘in bankruptcy liabilities in the finance and insurance sector. This figure 
represented more than half of all liabilities in the fourth quarter, but 
involved only 31 insolvent businesses. As a result, the average amount 
of liability per business insolvency rose sharply to $1.2 million in the 
fourth quarter of 2005, up from $386 000 in the fourth quarter 


iof 2004. 


| 


rr 
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The current account surplus... was $53.2 billion (annualized) in the 
fourth quarter, $22.0 billion higher than in the previous quarter. This 
marked the 26th consecutive quarterly surplus. In 2005, the current account 
surplus reached $30.2 billion, surpassing its previous record of $29.3 billion 
in 2000. 


Employment... rose by 51 000 (0.3 percent) in March 2006, mostly in 
full-time jobs, pushing the unemployment rate down 0.1 percentage point 
to 6.3 percent, a 32-year low. The rise in March brought the increase in 
employment in the first three months of 2006 to 101 500 jobs compared 
with an increase of 25 900 in the first quarter of 2005. Employment in 
March was up in most services, with the strongest increase in information, 
culture and recreation (17 000 or 2.3 percent) and health care and social 
services (16 800 or 1.0 percent). Goods-producing industries fared less 
well, with job losses in agriculture, utilities, and manufacturing, which fell 
by 12 000 (-0.6 percent), erasing the gain in February. The export- 
oriented manufacturing sector, squeezed by the strong Canadian dollar 
and high energy costs, has shed 189 000 jobs (-8.2 percent) since a peak 
in November 2002. 


The Consumer Price Index (CPI)... inflation (year-over-year change 
in prices) fell to 2.2 percent in February 2006 from 2.8 percent in January 
due to the decline in the price of gasoline. Core inflation, which excludes 
the eight most volatile components and indirect taxes, remained at 

1.7 percent, above the mid-point of the 1-percent to 3-percent official 
target range. 


The economic outlook... remains positive, with growth expected to be 
3.0 percent in 2006, the second-highest growth predicted in G-7 
countries behind the United States, according to the March Consensus 
Forecast. Swong global demand for commodities, solid job creation, rising 
corporate profits and substantial capital expenditures by business are 
expected to be important underlying factors supporting Canada’s 
economic performance this year. Strong growth, notably in the United 
States and China, and a pickup in growth in Canada’s other major trading 
partners also bodes well for Canada’s economic outlook. 


The Bank of Canada... increased the target for the overnight rate by 
25 basis points to 3.75 percent on March 7, 2006. Although inflation has 
been in line with the Bank’s expectations, evidence suggests the Canadian 
economy is continuing to operate at or near its full production capacity. 
The Bank indicated that some modest further increase in the interest rate 
may be required to keep inflation on target. In the United States, the 
Federal Reserve continued to raise the federal funds rate by 25 basis points 
to 4.75 percent on March 28, the 14th consecutive rate hike since June 
2004. The Federal Open Market Committee noted that further increases 
may be necessary to maintain price stability. 


The Canadian dollar... closed at US$0.867 on April 6, 2006, down 
1.9 percent from a 15-year high on March 3, but up 10 percent from a 
recent low last May. The stronger dollar has been supported by higher 
commodity prices as well as solid economic performance in Canada. 


The “Economic Snapshot” is prepared by the Micro-Economic Policy Analysis Branch of 
Industry Canada. Please address comments to Kevin Koch at (613) 948-4068 or at 


koch.kevin@ic.gc.ca. 
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Canadian Small Business Case Studies: 


Success Stories 

TL | 

Wincrepreneurs look for role models as they struggle with 
the challenges of starting and growing a business. To that end, 
Industry Canada’s Small Business Policy Branch has prepared 
case studies that examine how some successful Canadian 
entrepreneurs deal with common business issues, ranging from 
innovation, export development and growth management to 
human resources management, succession planning and 


creative financing. 


The case studies can be found at 


www.strategis.gc.ca/sme-case-studies. 
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Introducing the Acadia Institute for 


Entrepreneurship: Summer 2006 


L IR Acadia Institute for Entrepreneurship in Wolfville, 
Nova Scotia, offers small business development professionals 
up to two weeks of intensive training, networking and social 
interaction during the summer. Program facilitators create a 
collaborative learning environment that encourages group 


interaction and the transfer of knowledge. 


Visit www.growsmallbusiness.ca for registration information — 


and to view a detailed program calendar. 


Canada Border Services Agency's Small and 


Medium-Sized Enterprise Centre Online 


for providing integrated border services that strengthen 
national security while facilitating the free flow of people 


and goods. 


As part of its mandate to facilitate the free flow of trade, the 
CBSA has created the Small and Medium-Sized Enterprise _ 
(SME) Centre, an online resource to help SMEs comply with 


import and export legislation and requirements. 


Some valuable tools and resources on the CBSA SME 

Centre are: 

° step-by-step guides to importing and exporting; 

° online registration for CBSA information seminars; 

e saveable B2 and B3 customs forms; 

° the Customs Tariff; 

¢ an exchange-rate converter; and 

¢ links to federal departments and agencies such as 
International Trade Canada and Export 


Development Canada. 


The SME Centre is tailored to meet the needs of SMEs and 
puts practical information on cross-border trade within easy 


reach 7 days a week, 24 hours a day. 


Visit www.cbsa.gc.ca/sme to view the many other tools 


available and be sure to bookmark this informative site. 


i 
| 
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PERFORMANCE 


Trends 


Employment in small businesses (those with fewer 
than 100 employees) increased by 84 423 in the 
first quarter of 2006 compared with the same 
quarter of 2005. This figure represented 

33.5 percent of net new jobs in the Canadian 
economy, up from 17.6 percent in the 

previous quarter. 


There were 2.29 million business establishments in 
December 2005, a 3.9-percent drop from 
December 2004. 


Business bankruptcies numbered 1891 in the first 
quarter of 2006, a drop of 10.9 percent from the 
first quarter of 2005. 


{In the second quarter of 2006, self-employment 
numbered 2.49 million, a 0.5-percent drop from 
the second quarter of 2005. This represents the first 


year-over-year quarterly decline in self-employment 
since 2002. 


Total business loans outstanding! from chartered 
banks amounted to $105.1 billion in the first 
quarter of 2006, the highest level in 25 years. This 
‘epresents an increase of 6.6 percent from the same 
arter of 2005. Business loans of less than 

$500 000 accounted for 18.3 percent of the total. 


uding non-residential mortgages, agricultural loans and customers’ 
ity under acceptances. 


Highlights of 2006 Workshops 


MANAGEMENT SKX 


ae he Small Business Policy Branch (SBPB) of Industry Canada recently 
conducted a series of four workshops with small business advisors across 
Canada to examine the state of management assessment tools and to gauge 


interest in the development ofa new Management competency tool. 


Management skills are important in business success or failure and critical in 
moving entrepreneurial start-ups to profitable businesses. This is supported by 
studies showing that management weakness is a common reason for failure 
among small businesses. Research also shows that access to financing may be 
linked to managerial experience (see “Financing” on page 7). Furthermore, 
many small business owners are often unaware of the skills they lack. Existing 
tools to assess management competencies and any possible gaps tend to be 
generic in nature and geared toward less sophisticated or less developed 


enterprises. Therefore, the workshops were designed to address these issues. 


Workshop participants agreed that business crises often occur because of a 


shortfall in the manager’s skills. The ability of the business advisor to identify 


(continued on page 2) 
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this skills gap and address it with appropriate and 
timely interventions is critical and may be enhanced by 


additional tools on management competencies. 


The tools judged most useful by participants were those 
that guide, rather than replace, the advisors expert 
judgment. They also had to be flexible enough to 
accommodate the wide range of entrepreneurial 
contexts, styles and success criteria, and help the 
advisor highlight a problem area for the client 
objectively. For this reason, tools intended for client 


self-assessment were considered less useful. 


There was no indication from these workshops that the 
development of additional diagnostic tools is 
warranted. Participants strongly supported increased 
awareness of relevant research and current diagnostic 
tools rather than the development of new ones (Table 1 
shows some examples of existing online management 
assessment tools). Tools for assessing shortcomings in 
management skills were valued, but many participants 
attached greater importance to an action plan that 
effectively puts managers and their businesses back 


on track. 


Looking forward, the vast majority of participants 
indicated the value of networking and information 


sharing. They also believed that research that 


Table 1: Some Examples of Online Management Assessment Tools 


Name of the Tool 
BDC Entrepreneurial 


Agency 


Business Development Bank 


P25 °D0) ie eee or ee eee 
www.bdc.ca/en/business_tools 


of Canada Self-Assessment 


Atlantic Canada 


Opportunities Agency Assessment Tool 


LMDCBC Small Business 
Check-up 


Leadership and Management 


Development Council of 


British Columbia 


(continued from page 1) 


ACOA Business Management 


demonstrates the link between improved management 
skills and “bottom line” performance would help 
demonstrate to small business owners the value in 
pursuing these skills. Further promotion of existing 
training programs for advisors, such as APEC-IBIZ,! 


would be useful. 


The workshop findings confirm the importance of 
management skills in the success of small businesses 
and the need to assess the skill set of small business 
owners. They also point to the need to increase the 
awareness of business advisors of both relevant research — 


and the range of diagnostic tools currently available. 


For a copy of the workshop report, please visit: 


www.strategis.gc.ca/mgmt_skills. 


| APEC-IBIZ is a training and certification program for small business counsel-\| 


lors in the Asia-Pacific Economic Co-operation region (www.apec-ibiz.org). 


Website 


www.acoa.ca/e/business/ practices 


www.smallbusinesscheckup.com 
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JOB Creation 


; 


BN ccorting to Statistics Canada’s Survey of Employment, 
Payrolls and Hours, the number of payroll jobs increased by 

251 814 in the first quarter of 2006 over the same period in 
2005, reaching a total of 13 475 223 (Table 2). This figure 
corresponds to annual growth of 1.9 percent, the highest 
increase since the second quarter of 2003. Although this growth 
is primarily among large businesses,' the contribution of small 
businesses to job creation (33.5 percent) in the first quarter of 
2006 was greater than that recorded in any of the previous 


seven quarters. 


Provincially, the highest job increases in the first quarter of 2006 
were in Alberta (4.7 percent) and Saskatchewan (4.9 percent). 


On the other hand, job losses were posted in Prince Edward 
Island (-3.8 percent) and Newfoundland and Labrador 
(-2.3 percent). 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2006. 
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Western Canada created most of the jobs among small 
businesses. In the first quarter of 2006, the number of small- 
business jobs in Alberta increased by 2.1 percent over the same 
period in 2005, the same increase as in British Columbia. Small 
businesses in Saskatchewan also performed well, posting annual 
job growth of 1.8 percent. In central Canada, small business 
employment in Ontario rose by 1.6 percent, whereas job growth 
in this category in Quebec was more restrained at 0.4 percent. 
In eastern Canada, job creation results were also relatively mixed 
— in fact, in the first quarter of 2006, the small business 
workforces shrank year over year in Prince Edward Island 


(1.7 percent) and Newfoundland and Labrador (1.4 percent). 


' Small businesses are defined as having fewer than 100 employees, medium-sized businesses 


having 100 to 499 employees and large businesses having 500 or more employees. 


Table 2: Year-Over-Year Change! in Payroll Employment,’ by Province and Territory, 
Ist Quarter 2006 


Change % Contribution to Total Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Ql 2005 My 162 310 -7.4 33} -20.2 -29.6 -24.8 6.2 11.4 17.6 107.2 
Q2 2005 12 160 817 -3.8 -5.4 1, 10.4 HSESY 24.3 -20.0 4.3 82.2 
Q3 2005 1.4 186 005 3.8 -2.6 14.4 11.1 26.8 18.6 -8.4 10.2 63.1 
— Q4 2005 1.6 219 582 6.7 -3.7 5.8 8.8 17.6 11.3 -1.3 PY) 72.4 
— QI 2006 1.9 251 814 Wate? DAY) 10.2 10.2 S35) 7.8 -0.6 Fill 59.3 
| Province and Territory Growth Rates (%) 
| Newfoundland and Labrador —_-2.3 =3) -1.0 -1.6 els -1.3 -LL4 -8.8 -32.5 -16.5 0.2 
Prince Edward Island -3.8 -2 187 -1.0 4.4 Do -3.0 ev 28.7 -25.2 10.2 -10.3 
- Nova Scotia 3.6 12 893 ile5) -2.2 0.3 3.0 0.2 8.0 BIS 6.9 Sell 
New Brunswick Dep? 6 131 ile} -1.4 0.0 9.8 14 10.6 -10.7 53} Deal 
Quebec 0.2 7 282 1 0.5 OF; -0.9 0.4 -1.8 0.9 -1.1 0.6 
Ontario 1.6 80 524 4.9 -0.5 ile} PES) 1.6 eS -0.8 0.7 1.8 
Manitoba 1.8 Salits 0.2 0.2 12; 0.5 0.5 ilo Tes: She) Dee, 
Saskatchewan 4.9 19 281 0.1 -0.3 2.8 6.4 1.8 -9.7 =le9) -11.8 it) 
Alberta 4,7 69 034 29) 1.6 oD 2) Zul ee 10.2 4.5 6.7 
British Columbia 3h) 54 463 4.5 Wo 4.7 6.1 21 6.8 -1.4 4.2 7-3) 
~ Yukon? 5.0 754 2:3 -4.9 WAS) -17.6 -0.9 -1.5 — — — 
Northwest Territories? 5.1 -1 105 -2.2 BI -5.2 -0.7 -1.1 12.6 — — — 
/ Nunavut? -3.8 -443 3.6 11.1 3.2 43 28 Te == = = 
Canada Total 1.9 251 814 axl 0.3 1.8 2.4 1.6 1.4 -0.3 0.9 2.5 


"Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 

* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 

* Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals.: 


BUSINESS 
Bankruptcies 


i. the first quarter of 2006, Canada’s business bankruptcies 
dropped by 10.9 percent over the same period in 2005 — from 
2122 to 1891. This represents the 17th consecutive year-over- 
year quarterly decline. However, the first quarter of 2006 figure 
still represented a 9.6-percent increase over the 

1726 bankruptcies recorded in the fourth quarter of 2005. 
Four sectors accounted for more than half the business 
bankruptcies in the first quarter of 2006: construction (330), 
retail trade (302), accommodation and food services (222), and 


transportation and warehousing (180). 


Unlike the trend for business bankruptcy numbers, the total 
value of liabilities involved in such bankruptcies in the first 


quarter of 2006 increased by 52 percent year over year to 


SELF-Employment 


tatistics Canada’s Labour Force Survey classifies five 


categories of self-employed workers: 


* workers with incorporated businesses that employ paid help; 

* workers with incorporated businesses that don’t employ 
paid help; 

¢ workers with unincorporated businesses that employ 
paid help; 

* workers with unincorporated businesses that don’t employ 
paid help; and 


* unpaid family workers. 


Using data from the 2005 Labour Force Survey, Industry 
Canada’s Small Business Policy Branch examined the 


occupational profiles of self-employed workers in 1990 and 


$872 million. This sharp rise is mainly owing to the finance and 
insurance sector, where total liabilities grew from $8 million in 

the first quarter of 2005 to $287 million one year later. As a 
result, average liabilities per bankrupt business increased by : 
70 percent over the first quarter of 2005 to $460 000. The 
finance and insurance sector posted the biggest average j 
liability at $10.3 million per bankrupt business for only 
28 bankruptcies. Average liability per business was also high in | 


the manufacturing industry ($817 000). On the other hand, the 


average liability in construction, which represented the largest 


share of business bankruptcies (17.5 percent), was only 


$186 000, well below the average liability per bankrupt busing 


for all sectors. 


2005. Because of their small numbers, unpaid family workers | 


were excluded from this analysis. 


The occupational composition of employment for paid 
employees has remained fairly constant in recent years: the 
number of employees in the three occupations that have the 
greatest share of employees (business, finance and 
administration; sales and services; and trades, transport and 
equipment operation) remained stable around 60 percent of 


wage-and-salary employment (see Table 3). 


In contrast, self-employed workers have increasingly pursued 
employment in service-oriented occupations in lieu of work in| 
primary industries. Between 1990 and 2005, the proportion ok of 
self-employed workers in occupations unique to primary | 


industry fell from 19.3 percent to 11.5 percent. This drop was 
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(continued from page 4) 


especially pronounced among unincorporated businesses 


in primary industries, where the share of self-employed 


workers was roughly halved. 


Over the same period, the proportion of self-employed 
workers also increased moderately in knowledge-based 
dustries, including health; art, culture, recreation and 
sport; and natural and applied sciences. Management 
occupations, in particular, comprise a substantial portion 
of self-employment for all worker categories, notably 
among incorporated self-employed workers with paid 
help (40.9 percent in 2005). Moreover, while the overall 


number of self-employed workers increased by about 


36.8 percent between 1990 and 2005, the level of 
self-employment increased dramatically in a number of 
service sectors: by 170.0 percent in natural and applied 
sciences; by 85.6 percent in health services; and by 

53.1 percent in business, finance and administration. 
This trend is not surprising, given the increasing 
tendency toward higher education among 


the self-employed.! 


' According to the Labour Force Survey, the proportion of self-employed workers 
with at least a post-secondary certificate increased from 40.1 percent in 1990 to 
58.7 percent in 2005. 


Table 3: Self-Employment (Percentage) in Canada by Category’ of Worker 
and Occupation, 1990 and 2005 


SFSSSSSSSSSSSSSSSSsFSFFFFFhsee 


Source: Statistics Canada, Labour Force Survey, special tabulation. 
"Unpaid family workers excluded due to their small number. 


) 
Employees Self-Employed 
Occupation 1990 2005 1990 2005 
| Business, finance and 
@] administration eS 19.4 8.9 OFS) 
{ Health De) 6.2 35) 4.7 
Management 7.4 6.9 20.3 20.1 
| Natural and applied 
| sciences 5.6 7.0 30) 359) 
Art, culture, recreation 
and sport 2.0 2.4 Spl 7.0 
Social science, education 
and government el 8.7 5.8 6.6 
Primary industry 2.4 al 13) Wes) 
Sales and services 
occupations 24.0 SY. 3) 15.7 15.8 
‘Trades, transport and 
equipment operators 16.4 14.5 17.4 16.5 
| Total, all occupations 100.0 100.0 100.0 100.0 
i 


mall Business Quarterly — Vol. 8, No. 2, August 2006 


Incorporated Unincorporated 

With Paid Help No Paid Help With Paid Help No Paid Help 
1990 2005 1990 2005 1990 2005 1990 2005 
Wa legs 9.6 1D) 14.6 5.8 7.0 6.8 8.9 
3.4 5.3 1.6 M5) 8.8 12.0 P25 | OM. 
40.8 40.9 MILG 16.4 MDA 26.8 8.9 10.2 
43 4.5 Di ei 1.4 DD Def SYS) 
ES) Tefss 5.6 7.0 Wp 2.0 8.2 10.9 
he) 3.0 0.8 3.6 bas 6.7 8.8 ie 
Sh Wes) Vs 10.6 DAES) 12.8 24.8 12.8 
1222 9.3 i557 135 i) 12.6 19.9 20.4 
16.4 15.1 27.6 18.1 18.8 1529) II 16.9 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


BUSINESS 
Establishments 


A 
IN ccording to Statistics Canada’s Business Register, 


there were 2 285 090 business establishments! in 
Canada in December 2005 (see Table 4), a 3.9-percent 
drop from December 2004. During this period, the 
number of businesses in the indeterminate category” 
fell by 102 059 in absolute terms, equivalent to a 
7.6-percent decline. At the same time, the number of 
employer businesses increased by 10 042, or 


1.0 percent. 


In December 2005, small businesses (those with fewer 
than 100 employees) accounted for 97.6 percent of 
employer establishments. Of these, microfirms (fewer 
than five employees) constituted 57.2 percent of 
employer businesses. Medium-sized enterprises 
(100-499 employees) represented 2.2 percent, while 
large firms (500 employees or more) accounted for 


0.3 percent. These proportions have historically 


were located in Ontario (37.2 percent) and Quebec 
(20.7 percent). The four western provinces accounted 
for 36.1 percent of the total, and Atlantic Canada for 


5.7 percent. While there have been no major changes 


in this geographic distribution since 2002, the 4 
», 
a 


proportion of Quebec business establishments of total 


} 


Canadian businesses fell by 1.3 percent from its 


As of December 2005, most business establishments | 


i 
December 2004 level. 
; 
nL ere 
| For an individual business establishment to be included in Statistics Canada’s_ 
Business Register, the company to which it belongs must meet one of the 
following criteria: have at least one paid employee (with payroll deductions 
remitted to the Canada Revenue Agency), have annual sales revenues of 


$30 000, or be incorporated and have filed a federal corporate income tax 


return at least once in the previous three years. Some business establishments _ 
i 

S| 

can belong to the same company and each company owns at least one business 
| 


5 
| 


2 The indeterminate category consists of incorporated or unincorporated | 


establishment. 


businesses that do not have a Canada Revenue Agency payroll deductions 


account. The workforce of such businesses may consist of contract workers, 


remained fairly stable. family members and/or owners. 


Table 4: Business Establishments by Firm Size and Province or Territory, December 2005 


Employer Businesses 


Firm Size (Number of Employees) 


Province or Territory Grand Total Indeterminate! Total 1-4 5-9 10-19 20-49 50-99 100-199 200-499 50 y 
Newfoundland and Labrador 25 684 8 872 16 812 10 015 3 056 1 786 1 242 375 182 100 ‘ 
Prince Edward Island 10 225 3 884 6 341 3 615 1 120 767 546 168 69 43 

Nova Scotia 53 053 22 851 30 202 16 653 5 422 3.812 27675 909 462 184 

New Brunswick 42 244 16 334 25 910 151092 4 489 OX 7 ie) 666 319 137 
Quebec 472 475 233 511 238 964 151 028 37 475 22)5 7 an SAS OMS sy 1 378 6: 
Ontario 850 778 500 572 350 206 187 160 59 883 44846 34733 12851 6 208 3 245 1 24 
Manitoba 75 015 I) WE: 35 236 18 492 6 239 A) () 5140/2 527 290 \ 
Saskatchewan 95 464 56 590 38 874 22 233 FAVS) Gy BV ANGKO) 5) 388 206 
Alberta 308 433 165 275 143 158 81 403 24 572 7a Sma 252 03 267, 2 120 1 009 

British Columbia 345 227 182 495 162 732 94 748 28 003 19140 13076 4487 1 962 950 

Yukon Territory 2 838 1 283 1555) 787 315 202 180 44 14 11 
Northwest Territories 2 756 1019 ey! 679 348 308 267 78 37 16 

Nunavut 898 267 631 181 151 136 110 33 12 i 

Canada Total 2 285 090 2827/52 1052358 602086 178132 124486 90160 31819 15 052 7 576 30 
Share of employer businesses 100.0% 57.2% 16.9% 11.8% 8.6% 3.0% 1.4% 


0.7% 0.3 


Source: Statistics Canada, Business Register, December 2005. | 

t 
17 . . . . = . ) . 3 1 ; 
The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses ma} 
consist of contract workers, family members and/or owners. 7 
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FINANCING 


Management Skills and Access to 
Financing by SMEs 


ee he performance of a small or medium-sized business 


depends on the competence and capability of its management. 
In 2003, a study conducted by the RBC Financial Group and 
others examined the role of management capacity in firm 
growth and suggested that “managers of Canadian SMEs with 
‘the capacity for profitable growth who fail to achieve 
commercial success often lack the organizational and leadership 
skills to respond to business challenges.”! The report identified 
nine internal challenges faced by SMEs growing their businesses, 


HF - Fi 
including access to financing, 


In 2004, the top three barriers to business growth and 
development cited in a Statistics Canada survey of SMEs? 
included levels of taxation, finding qualified labour and 
instability of consumer demand (Figure 1). Although obtaining 
financing was ranked low as an obstacle to growth regardless of 


‘management capacity, those with less than five years’ experience 


—= 


were more likely to report it as an obstacle (32 percent) than 


those with more years of experience (24 percent). 


In terms of access to financing for debt, those firms with more 
than 10 years of experience had a lower turndown rate 

(11 percent) compared with firms with less than five years of 
experience (16 percent). This difference in turndown is not 
substantial and bears further investigation, but it suggests that 
management capacity is a factor in a firm’s ability to access 


financing for business growth. 


"RBC Financial Group, Queen’s School of Business, Canadian Manufacturers & 
Exporters, and the Canadian Federation of Independent Business, Managing for 
growth: Enabling sustainable success in Canadian SMEs, 2003: 
www.rbc.com/newsroom/pdf/20031022sme_full.pdf. 


* The 2004 SME Financing Data Initiative ranked obstacles to business growth 
identified by Canadian entrepreneurs. 


Figure 1: Perceived Obstacles to Business Growth and Development 
by Management Capacity (. Percentage), 2004 


Levels of taxation 
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a Less than 5 years of experience More than 10 years of experience 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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International Council for Small Business 
2006 Conference 


aa. International Council for Small Business (ICSB) held 
its annual conference from June 18 to June 21 in Melbourne, 
Australia. The conference theme was “Entrepreneurship: 
Unique Solutions for Unique Problems,” and it brought 
together academics, policy-makers, economic development 
officers and non-governmental organizations from all over the 
world to share research and to discuss small business and 


entrepreneurship issues. 


Research was presented in several tracks, including case studies 
in entrepreneurship; e-commerce/ technology; family business; 
finance (micro/angel/venture); economic development; global- 
ization; growth, exit and development; policy; and research 


and research methodologies. 


For more information on the ICSB and the conference, please 


visit www.icsb2006.org. 
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RECENT Developments | 


“to March 30 in Brasilia, Brazil. The participants examined — 


tyes + 


OECD Global Conference on Better 
Financing for Entrepreneurship and 


SME Growth 


au. OECD Global Conference on Better Financing for 
Entrepreneurship and SME Growth was held from March 28 


how governments can help entrepreneurs obtain funding to 


develop their businesses. 


The Canadian delegation attended the credit workshop, whic 
examined a range of issues pertaining to the credit financing 
of SMEs, including the conditions and characteristics of the 
regulatory and institutional framework that can assure the 
functioning of a debt market responsive to SME needs, as wel 
as issues related to the evaluation, mitigation and sharing — 
of risk. 

For more information on the OECD conference, please visit 


www.oecd.org. 


The 234 Conference of the Gand i . 
Council for Small Business and « 


Parteptencur dp 


a. 234 Conference of the Canadian Council for Small 
Business and Entrepreneurship (CCSBE) will be held from 
September 28 to September 30 in Trois-Riviéres, Quebec. 
Under the theme “Entrepreneurship, SMEs and Local 


Economic Development,” academics, policy-makers, business 


support professionals and economic development officers wi 
examine, among other issues, the potential strategies in _ 

Canada for the stakeholders of local economic development 
the face of increasing competition from countries whose 


advantage lies in an abundant labour force. 


For more information on the CCSBE and the September | 


conference, please visit www.ccsbe.org. 


i 
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PERFORMANCE 


Trends 


In the second quarter of 2006, employment in the 
small business sector increased by 103 200 
compared with the same quarter of 2005. This 

figure represented 36.7 percent of overall 
employment growth, the largest contribution small 
business has made to job creation since the first 
quarter of 2004 (62.1 percent). 


The number of business bankruptcies continued to 


fall, reaching 1801 in the second quarter of 2006, a 
drop of 10.8 percent from the same period in 2005. 


In the third quarter of 2006, self-employed workers 


numbered 2.49 million, a 1.2-percent drop from 
the same period in 2005. This represents a second 
consecutive year-over-year decrease following four 
years of growth. 


Total business loans outstanding! from chartered 
banks continued to rise in the second quarter of 
2006, reaching $110.9 billion. This represents an 
increase of 10.7 percent from the same quarter of 
2005. Loans of less than $1 million accounted for 
47 percent of total business loans. 


) Excluding non-residential mortgages, agricultural loans and customers’ 
liability under acceptances. 
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www.strategis.gc.ca/SMEquarterly 


SME FDI WORKSHOP: 
Building a Better 
Understanding of SME 


Financing 


TR importance of small businesses to economic growth and well-being 
has long been recognized. Moreover, access to financing can be a critical factor 
in the growth of small businesses. Governments need good information to 
ensure that the small and medium-sized enterprise (SME) financing programs 
and initiatives they put in place are relevant. To this end, the SME Financing 
Data Initiative (SME FDI) — a partnership of Industry Canada, Statistics 
Canada and the Department of Finance — provides a comprehensive and 
impartial means of collecting and analyzing data on both the demand and 


supply sides of financing for SMEs. 


A recent workshop with key stakeholders and potential funding partners re- 
examined the SME FDI. The goal was to look at the results from its first five 
years and identify priorities for the next five. The event was co-hosted by 
Industry Canada and the University of Ottawa School of Management, with 
support from and senior-level participation by the Business Development 


Bank of Canada (BDC) and Export Development Canada (EDC). 


(continued on page 2) 


COME 


Business Bankruptcies 
Job Creation 
Self-Employment 


Financing 


Recent Developments 


2 AYS bora. 


Approximately 80 invited guests from various 


institutions participated: 


* representatives from federal departments 
(Environment Canada, Agriculture and Agri-Food 
Canada); 

* provincial government departments (Ontario, 
Quebec, British Columbia, and Newfoundland and 
Labrador); 

* regional development agencies (e.g. FedNor, 
Western Economic Diversification, Atlantic Canada 
Opportunities Agency and Canada Economic 
Development for Quebec Regions); 

¢ Crown corporations; 

* academic and private sector researchers; and 

* representatives from business associations 
(e.g. Canadian Federation of Independent Business 


and the Canadian Bankers Association). 


The event also attracted international participants from 
Denmark (Danish Ministry for Economic and Business 
Affairs), the Organisation for Economic Co-operation 
and Development (OECD), Sweden (University of 
Lund), the United States and the United Kingdom. 


Participants discussed the importance of understanding 
financing gaps in Canada, and the challenges of 
identifying the nature and location of financing gaps. 
Results from the SME FDI were presented covering 
topics such as: evaluating financing programs, 
identifying debt financing gaps, understanding the 
financial market and understanding borrower 


attributes. 


(continued from page 1) 


Workshop participants also explored future directions 
for the initiative. Possible deeper collaboration with 
other government departments, the private sector, and 
the research and academic community was solicited. 
Participants identified four key priorities for 


consideration: 


¢ develop longitudinal data to further understanding 
of the factors that lead to growth, survival and 


failure of small businesses; 


develop a better understanding of financing gaps, 

particularly in succession financing; 

* improve communication and develop a 
dissemination strategy that would foster greater 
linkages between the demand and supply of 
financing, greater knowledge of investor readiness, 
and further information at the sub-regional 
level; and 

* increase understanding of obstacles to obtaining 

financing, including information on the changing 

financial marketplace, the impacts of an SME's 


stage of development and urban—rural distinctions. 


The SME FDI partners will capitalize on the interest 
expressed at the workshop to identify new partners to 
transform these results into an action plan for the 


initiative over the next five years. 


For further information about the SME FDI 
Workshop, or data and research undertaken by the 


initiative, please visit www.sme-fdi.gc.ca. 


————ee 


Small Business Quarterly — Val. 8, No. 3, November 200 


BUSINESS 
Bankruptcies 


) i. the second quarter of 2006, the number of business 
bankruptcies continued to fall, dropping by 10.8 percent year 

| over year — from 2018 to 1801 (Figure 1). There has not been 
a year-over-year increase in business bankruptcies in Canada 

| since the fourth quarter of 2001. The current figure also 

| represents a 4.8-percent drop over the first quarter of 2006 


(1891 bankruptcies). 


_ Four sectors were responsible for half the business bankruptcies 
during the second quarter of 2006: construction (316), retail 
trade (234), accommodation and food services (191), and 

_ transportation and warehousing (182). The construction and 

| retail trade sectors were primarily responsible for the year-over- 


_year drop in commercial bankruptcies, each with 77 fewer 


bankruptcies compared with the second quarter of 2005. 


Although the number of business bankruptcies fell, the liabilities 


in these bankruptcies increased substantially. Total business 


bankruptcy liabilities in the second quarter of 2006 came to 


2002 QI 
2003 QI 


Source: Office of the Superintendent of Bankruptcy. 
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Figure 1: Number of Business Bankruptcies 


Q2 
Q3 


$1.6 billion — more than double the $731 million in liabilities 
in the second quarter of 2005. However, this sharp rise was 
primarily caused by a small number of bankruptcies in the 
finance and insurance sector. In this sector, total liabilities rose 
from $7.6 million in the second quarter of 2005 to over 
$862.5 million a year later. Excluding the finance and insurance 
sector, overall liabilities increased by only 1.3 percent compared 
with the second quarter of 2005, from $723.6 million to 
$732.7 million. Total liabilities in the retail trade sector were 
also particularly high at $193.2 million, compared with 

$76.4 million in the second quarter of 2005. Such a steep 


increase naturally exerted upward pressure on the average 
liability per bankrupt business, which rose to $886 000 from 
$362 000 in the second quarter of 2005. Excluding the finance 
and insurance sector, the average liability increased by only 

14 percent, from $361 000 to $412 000 in the second quarter 
of 2006. 


Q4 
2004 QI 
Q2 
Q3 
Q4 
2005 QI 
Q2 
Q3 
Q4 
2006 QI 
Q2 


JOB Creation 


A= to Statistics Canada’s Survey of 
Employment, Payrolls and Hours, the number of payroll 
employees continued to increase in the second quarter 
of 2006 by 281 016 compared with the same quarter 
of 2005, reaching a total of 13 884 867 (Table 1). 
This corresponds to annual growth of 2.1 percent, the 
highest increase in 12 quarters. Although large 
businesses! contributed most to overall job growth 
with 53.1 percent of net new jobs created, small 
businesses’ contribution continued to increase, 
reaching 36.7 percent. This represents the largest 
contribution small business has made to job creation 
since the first quarter of 2004, when small businesses 


contributed 62.1 percent of overall job growth. 


In the second quarter of 2006, four sectors were the 
main contributors to job growth: administrative and 
support, waste management and remediation services 
(45 322 jobs); health care and social assistance 

(40 060 jobs); public administration (39 969 jobs) 
and retail trade (36 537 jobs). The highest growth 


occurred in the mining and oil and gas extraction 
sector, however, with a 13.6-percent increase from the | 
second quarter of 2005 (or 21 851 jobs). The | 
construction sector contributed most to job growth in | 
the small business category, with 16 795 net jobs 
created. The health care and social assistance sector | 
and the accommodation and food services sector 


followed with more than 13 000 new jobs each in | 


small businesses. | 


‘Two sectors lost jobs. The forestry sector's net loss of 
3047 jobs reflects the difficulties this sector has been 


facing. Small businesses were the most affected, with 


1943 jobs lost. The manufacturing sector experienced 
a net job loss of 19 208. However, all the job loss was. 
in medium-sized and large businesses. The number of 
small business jobs in manufacturing increased by 


3873 from the second quarter of 2005. 
| 
ee a eee eC 
| Small businesses are defined as having fewer than 100 employees, medium- 

sized businesses having 100 to 499 employees and large businesses having 
500 or more employees. 


| 
(continued on page. 


Small Business Quarterly — Vol. 8, No. 3, November 25 


(continued from page 4) 


Table 1: Year-Over-Year Net Change! in Payroll Employment? by Industry, Second Quarter 2006 


Change 

Quarter % Jobs 
Q2 2005 1.2 160817 
Q3 2005 1.4 186.005 
Q4 2005 1.6 219 582 
Q1 2006 ile 251 814 
Q2 2006 PPI 281 016 
Industry 
Forestry -5.1 -3 047 
Mining and oil and gas extraction 13.6 21 851 
Utilities 0.1 144 
Construction 29) 19 883 
Manufacturing -1.0 -19 208 
Wholesale trade 0.4 2 683 
Retail trade ED) Boor 
Transportation and warehousing 1.2 DS 
Information and cultural industries 0.9 3 167 
Finance and insurance ie) 7 641 
Real estate and rental and leasing 23 5 594 
Professional, scientific and technical services 1:3 8 827 
Management of companies and enterprises 6.2 Saya 
Administrative and support, waste 

management and remediation services 6.9 45 322 
Educational services 29) 30 034 
Health care and social assistance 229) 40 060 
Arts, entertainment and recreation 0.8 DNS 
Accommodation and food services i) 18 059 
Other services (excluding public 

administration) 1.6 8 217 
Public administration 5.1 SOS) 
Canada total 2.1 281 016 


% Contribution to Total Net Change (Number of Employees) 


0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
-3.8 -5.4 Wap 10.4 13.5 24.3 -20.0 4.3 82.2 
3.8 -2.6 14.4 ib 26.8 18.6 -8.4 10.2 63.1 
6.7 -3.7 5.8 8.8 17.6 eS: -1.3 a9 72.4 
UN? 2.0 10.2 10.2 Sjohs) 7.8 -0.6 Ta 59.3 
13.6 4.2 8.8 10.1 36.7 4.9 DES) 10.2 Dou 
Growth (Jobs), Second Quarter 2006 
-122 -941 -457 -423 -1 943 667 -750 -83 -1 023 
840 1160 608 598 3 206 867 2555 3 422 15 224 
40 264 -95 33) 262 -386 -227 -613 494 
9 681 1 200 D2), 3 385 ME DS 2 095 3 098 8) U9} -2 107 
ToS -86 479 2 745 SVS} -9 657 1 846 -7 811 -15 270 
2 089 567 Ol SO, SZ -142 224 82 2 087 
1 130 89 6 080 4 851 12 150 8 185 3 489 11 674 Wd AW 
1 864 291 578 -1 137 1 596 -1 484 301 -1 183 6 884 
464 99 15 1 220 1798 -672 -235 -907 2 277 
4 064 AOE 1 482 667 8 410 1 496 2 426 3 922 -4 691 
2373 =~-1 044 787 -184 ey -1916 7S SY 3 605 
D635 2217 -269 D227, 9 376 DOS} -2 634 Sy) -908 
-3137  -1927 -1524 -165 -6 753 645 -105 540 12 084 
2004) 94341 2220 2279" 101845 4 988 9516 14 504 NS? 
819 928 896 530 BIS) -5 021 -3 061 -8 082 34 945 
409 » 139 12; 1 550 13 010 5 984 -5 823 161 26 889 
1 007 -96 -523 921 1 309 -354 1 054 700 106 
778 1 435 4006 6879 13 098 3 676 384 4 060 901 
3 807 -162 iC els > 8 556 1 296 -159 VEY, -1 475 
-258 584 657 1013 1 996 sey 1 149 1 546 36 427 
38226 11820 24821 28333 103200 13656 15 024 28 680 149 135 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2006. 


" Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 


household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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SELF-Employment 


The improvement in educational attainment was faster 


Amer to Statistics Canada’s Labour Force for self-employed workers than for employees. Whereas | 
Survey, the number of self-employed workers in the proportion of people with at least a post-secondary | 
Canada rose from 1.84 million in 1990 to 2.51 million certificate or diploma was smaller for self-employed 
in 2005 — an average annual growth of 2.1 percent. workers than for employees (40.1 percent as opposed 
Like the Canadian population as a whole, Canada’s to 40.9 percent) in 1990, 15 years later, self-employed 
self-employed workers are becoming increasingly better workers were more likely than employees to hold a 
educated (see Table 2). Whereas 40.1 percent of self- post-secondary certificate or diploma or a university 
employed workers had at least a post-secondary degree (58.5 percent compared with 56.6 percent). 


certificate or diploma in 1990, this figure rose to a ; 
This improvement in educational attainment was 


8.5 percent in 2005. People with iversity degr 
eee aes: Soa bs maces apparent in all categories of self-employed workers. 


are also increasingly opting to work for themselves. : : 
Educational attainment also appears to be associated 


Over this 15-year period, th ion of self- 
VEL Se PSU steaw ecg agen es with the likelihood that self-employed workers will | 


employed workers with a university degree rose from : 
. incorporate their businesses. In 2005, 60.4 percent of 


15.9 percent of all self-employed workers to 


self-employed with incorporated businesses and paid | 


25.1 percent. Thei b by 5.3 t 
gees erg coum Be Ce meas help, as well as 63.2 percent of those in incorporated 


. On the other hand, th tion of 
pas sae a i a a ai businesses without paid help, held a post-secondary 


Ifemployed workers who did not graduate from high | 
ee yn ki ee Soi certificate or diploma or a university degree. This figure 


hool d db re than half — fi 
Cae eee ae is less than 60 percent for self-employed workers whose| 


33.1 percent to 15.0 percent. } 
businesses were not incorporated. 


Table 2: Distribution of Self-Employed Workers! and Employees (percentage) 
by Education Level, Canada, 1990 and 2005 


Incorporated Unincorporated 
Without Paid Without Paid 
Employees Self-Employed With Paid Help Help With Paid Help Help 

Education Level 1990 =. 2005 1990 =. 2005 1990 =. 2005 1990 =. 2005 1990 =. 2005 1990 =. 2005 
0-8 years 6.6 2.6 12.0 4.5 Tn) 3.0 Wes) ake, 12.8 ee) 14.1 Syl 
Some high school 19.0 10.8 PANasl 10.5 15.8 8.8 16.2 8.4 18.1 9.6 24.8 12.0 
High school graduate My) 21.0 19.4 19.7 PDAS) 21.1 20.5 18.5 17.8 19.4 18.4 19.6 
Some post-secondary 10.1 9.0 HS 6.7 8.1 G7 8.1 6.6 6.1 6.0 Teo) 6.8 
Post-secondary certificate/diploma 26.7 34.8 24.2 33.4 27.0 33.1 28.3 34.0 23.8 31.1 22.8 34.3 
University degree 14.2 21.8 15.9 Del 19.6 US) 19.6 Dp! 21.4 28.8 12.4 22.3 
All levels 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Source: Statistics Canada, Labour Force Survey, 2005, special tabulations. 


' Unpaid family workers are not shown in this table due to their small number. 
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FINANCING 


Foreign Investment Increasing Market Share 


in Canadian Venture Capital Investment 


| 
: enture capital (VC) financing and fundraising activities are 
widely believed to be important for the growth and survival of 
companies. However, in recent years, the market share of VC 
suppliers in Canada has been changing, with foreign investors 
accounting for a higher proportion of the VC market. According 
to Canada’s Venture Capital and Private Equity Association, the 
rise in the proportionate share of foreign funds in the Canadian 
_ yenture capital market reflects the shortage of risk capital 
available from Canadian domestic sources relative to the quality 


of available opportunities. ! 


Canadian VC Activity, 1996 to 2006 
The Canadian VC market has tightened since 2001. Activity fell 


steadily until 2003, and despite a rise in VC investment activity 
during 2004-2005, investments are experiencing a downward 

_ trend in 2006. The total amount invested during the first half of 
2006 reached $867 million, down 13 percent from the 


100% 


| 80% 


60% 


39% 
| 40% 
14% 


13% 16% 


| 
20% 
| 
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Ee Corporate ees Government 


Source: Thomson Financial. 
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$1 billion recorded during the same period in 2005. Fundraising 
activity experienced a sharper decline, from $1.2 billion in the 
first half of 2005 to $879 million in the first half of 2006, or 

27 percent. 


Importance of Foreign VC Investments 


As illustrated in Figure 2, foreign investment in 1999 
represented 19 percent of the market, and continued to rise to 
at least 22 percent of total Canadian VC investment. In the first 
half of 2006, non-Canadian (primarily U.S.) investors 
accounted for 36 percent of venture-backed investments to 
Canadian firms. However, during the second quarter of 2006, 
foreign investment dropped by 22 percent compared with the 
$236 million invested in the same quarter in 2005. While 
foreign investment is declining, it is not declining nearly as 
rapidly as Canadian-based VC; hence, the share of foreign 


investment in Canadian VC investment continues to increase. 


' Canada’s Venture Capital and Private Equity Association, Canada’s Venture 
Capital Industry More Active in Second Quarter 2006, news release, August 2006. 


Figure 2: Share of Dollars Invested by Investor Type from 1996 to 2006 
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OECD-APEC Global Conference on 
“Removing Barriers to SME Access to 


International Markets” 


ad he OECD—APEC Global Conference on “Removing 
Barriers to SME Access to International Markets” was held 


from November 6 to November 8 in Athens, Greece. 


The main goal of the Athens conference was to identify 
cost-effective mechanisms to remove barriers to SME access to 
international markets and promote the internationalization of 
these enterprises. The conference shed light on SME 
perspectives on the barriers they face when trying to access 
international markets. Participants also reviewed best practices 


for support programs put in place by governments, at both 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Car ada; 
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RECENT Developments 


national and local levels, to assist in dealing with these 


impediments. 


For more information on the ORCD—APEC conference, 


please visit www.oecdathens.gr. 


The 13' Asia-Pacific Economic 
Cooperation (APEC) Small and Medium 


Enterprises Ministerial Meeting 


a. APEC Small and Medium Enterprises Ministerial 
Meeting was held in Hanoi, Vietnam, on September 28 and 
29, 2006. The Working Group’s main objective is to 
encourage the development of the small and medium-sized 
enterprises (SMEs) that create most of the employment in the 
Asia-Pacific region and are the backbone for the region's 
economic growth. Participants aimed to identify the best 
policies and entrepreneurial practices to strengthen SMEs’ 
competitiveness for trade and investment in the APEC 


community. 


For more information on the APEC SME Ministerial 


Meeting, please visit www.apec.org. 
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PERFORMANCE 


Trends 


Employment in small businesses (those with fewer 
than 100 employees) increased by 69 780 in the 
third quarter of 2006 compared with the same 
quarter of 2005. This number represented 

29.0 percent of net new jobs in the Canadian 
economy, down from 36.7 percent in the 

previous quarter. 


There were 2.33 million business establishments in 
lune 2006, a 3.4-percent increase from June 2005. 


Business bankruptcies numbered 1413 in the third 
juarter of 2006, a drop of 14.4 percent from the 
hird quarter of 2005. 


n the third quarter of 2006, 2.49 million people 
vere self-employed, a 1.2-percent drop from the 
ame period in 2005. This represents a second 
‘onsecutive year-over-year decrease following 
our years of growth. 


fotal business loans outstanding! from chartered 
yanks continued to rise in the third quarter of 
006, reaching $109.6 billion. This represents an 
ncrease of 10.7 percent from the same quarter of 
1005. Loans of less than $1 million accounted for 
(9.5 percent of total business loans. 


«cluding non-residential mortgages, agricultural loans and customers’ 
y under acceptances. 


Government 


Q U A RT Eee 


www.strategis.gc.ca/SMEquarterly 


RY... work by Industry Canada (IC) on firm growth sheds some light on 
the complexities of the growth process. As with previous IC reports on firm 
growth, the current study used a database that covers the universe of firms. 
Firms were divided into four groups according to their employment growth 
over a four-year period: hyper (more than 150-percent growth), strong 
(growth between 50 and 150 percent), slow (positive growth but less than 


50 percent), and no growth or declining (negative growth). 


The report confirmed previous findings (reported in Small Business Quarterly, 
February 2004) that hyper- and strong-growth firms have a disproportionate 
impact on job creation. From 1993 to 2003, hyper-growth firms represented 


only 4.4 percent of all firms, but accounted for 45 percent of total job growth. 


The study also examined job creation by age of firm, the relationship between 
growth and firm survival, as well as the durability of growth over the 10-year 
period. Analysis of job creation by firm age revealed that the youngest firms 
accounted for the bulk (55 percent) of net job creation, while the older firms 
(eight years and older), which made up half of all firms, tended to shed jobs. 


Although the contribution to net job creation declined with firm age, net job 


(continued on page 2) 
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Recent Developments 


creation was positive for firms up to seven years old. 
This reflects the fact that most of the declining firms 
were more than eight years old. When the average 
number of jobs created per firm is examined by level of 
firm growth and age, however, the largest net creators 
of jobs were hyper-growth firms more than eight years 
old. Consequently, older firms can be important 


sources of job creation as well as job losses. 


One area of critical concern is how firm survival varied 
across growth types. One might expect that survival 
would be positively related to growth. However, the 
results demonstrated that hyper-growth firms had lower 
survival rates than either strong-growth firms or slow- 
growth firms: 68 percent of hyper-growth firms 
survived five years after inception compared with 

73 percent of strong-growth firms, 71 percent of slow- 
growth firms and 63 percent of declining firms. This 
pattern held for all durations of survival (Figure 1). 
Although hyper-growth strategies potentially yield 
higher rewards, they appear to be associated with 
higher risk. Previous work has shown that exporting 
was associated with firm growth (see Small Business 
Quarterly, February 2006), and this strategy may bring 


higher risks as well as growth. 


Percent of Firms that Survived 


2 years 


Figure 1: Firm Survival Rates by Type of Growth 


f 
5 years 


[es] Hyper-Growth Firms 


Slow-Growth Firms 


Source: Statistics Canada, Longitudinal Employment Analysis Program (LEAP), 1993 to 2003, special tabulations. 


(continued from page 1) 


Another concern about growth is its durability. 

A common perception of firm growth is that it follows 
an exponential path over time. The study compared the 
growth of firms at the beginning and at the end of the 
10-year period to determine whether firms remained in 
the same growth category. The results clearly showed 
that firms’ growth levels changed over the 10 years. 

Of the firms that were hyper-growth at the beginning, 
only 3.5 percent were also hyper-growth firms at the 
end; 12 percent were strong-growth firms at the start of 
the study period, but almost 50 percent had become 
declining firms by the end of the study period. By 
contrast, nearly 13 percent of firms that had declining 
employment at the start of the period were hyper- or 
strong-growth firms at the end. This indicates that 
many declining firms were able to address their 
weaknesses, likely by improving efficiency or reaching | 
new markets. Although hyper-growth may be beneficial 
in the short term, it cannot necessarily be sustained 


over the longer term. 


Further information on these aspects of firm growth is | 
available at | 


www.strategis.ic.gc.ca/ sbresearch/growthfirms. 


8 years (still active) 


[7] Strong-Growth Firms 
G28 Declining Firms 


Small Business Quarterly — Vol. 8, No. 4, February 2C 


JOB Creation 


ccording to Statistics Canada’s Survey of Employment, 
Payrolls and Hours, the number of payroll jobs increased by 

240 833 in the third quarter of 2006 over the same period in 
2005, reaching a total of 13 856 289 (Table 1). This figure 
corresponds to an annual growth of 1.8 percent, down from the 
three-year high of 2.1 percent in the second quarter of 2006. 


1 


Although small business’ employment rose by 1.2 percent in the 
third quarter of 2006, this increase was lower than employment 
growth in medium-sized businesses (1.3 percent) and in large 
businesses (2.4 percent). As a result, small businesses contributed 
only 29.0 percent of job gains, down from 36.7 percent in the 


sécond quarter of 2006. 


Among the provinces, the highest job increases in the third 


quarter of 2006 were in Alberta (5.1 percent), followed by 
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Table 1: Year-Over-Year Change! in Payroll Employment,’ by Province and Territory, 
3rd Quarter 2006 


* Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 


British Columbia (3.7 percent). Western Canada also continued 
to create most of the jobs among small businesses. In the third 
quarter of 2006, the number of small business jobs in British 
Columbia increased by 3.3 percent over the same period in 
2005 and by 3.1 percent in Alberta. In central Canada, job 
growth in small businesses was more restrained. Small business 
employment grew by 0.9 percent in Ontario and by only 

0.4 percent in Quebec. On the East Coast, job creation results 
were also mixed — in the third quarter of 2006, the small 
business workforce shrank year-over-year in Prince Edward 


Island (3.7 percent) and Nova Scotia (1.4 percent). 


' Small businesses are defined as having fewer than 100 employees, medium-sized businesses 


as having 100 to 499 employees and large businesses as having 500 or more employees. 


Change % Contribution to Total Change (Number of Employees) 

Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q3 2005 1.4 186 005 3.8 -2.6 14.4 ie 26.8 18.6 -8.4 10.2 63.1 
Q4 2005 1.6 219 582 6.7 -3.7 5.8 8.8 17.6 11.3 -1.3 99 72.4 
Q1 2006 i 251 814 11.2 2.0 10.2 10.2 59D) 7.8 -0.6 ol 59.3 
Q2 2006 2 281 016 13.6 4.2 8.8 10.1 36.7 4.9 5:3 10.2 53.1 
Q3 2006 1.8 240 833 SAL Tee 5.8 8.9 ZY) Be 8.5 JON IL 59.3 
Province and Territory Growth Rates (%) 

Newfoundland and Labrador DD 4 081 -0.8 -0.3 1.8 -0.3 0.1 -1.6 HS 3.2 5.6 
Prince Edward Island -4.5 -3 125 -6.0 -2.2 7.9 2.6 -3,7 2. Ae 2.3 -8.0 
Nova Scotia 0.9 BIOS) 0.2 -0.8 -1.5 -3.5 -1.4 3.8 orl 3.6 1.8 
New Brunswick 0.2 566 0.7 -0.9 0.7 0.1 0.0 4.5 -1.8 3.0 -0.4 
Quebec 0.3 9 568 -0.2 0.1 1.0 0.7 0.4 -2.1 -1.0 -1.8 1.0 
Ontario 1.4 74531 5.4 -0.5 -0.1 ‘hal 0.9 1.0 6.2 24 1.5 
Manitoba 0.6 3 286 Ap 2 -0.5 4.1 1.4 0.8 -9.9 -2.3 1.0 
Saskatchewan IS 8 504 4.0 -1.8 -2.4 1a -0.4 -8.4 -11.3 -9.2 8.1 
Alberta ail 77 282 5.6 0.8 3.8 3.8 Syl 2.0 18.5 6.6 6.6 
British Columbia Bai 62 629 4.2 2.0 27, 5.6 Bg) Bye 0.4 24 4.7 
Yukon? 3.0 520 BZ -5.4 22.4 Dif 4.3 -26.8 — — — 
Northwest Territories? -3.6 -820 0.4 -1.5 -5.1 14.8 0.5 -20.3 — — — 
Nunavut? 4.2 476 rll 6.2 2.6 -26.2 -7.3 48.9 —_ —_ — 
Canada Total 1.8 240 833 3.3 0.1 0.9 1.8 12 0.5 35) LD, 2.4 

BieSource: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2006. 
" Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


> Survey of Employment, Payrolls and Hours data exclude selfemployed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


DB ceionine with this issue, Small Business Quarterly 
will examine total business insolvencies, which include 
both bankruptcies and proposals. Bankruptcy refers to 
the liquidation of the debtor's business assets and the 
end of the commercial entity’s operations. Business 
proposals involve the settling of debts between the 
debtor and its creditors while still allowing the 
business to continue operating. In 1992, one objective 
of reforming the Bankruptcy and Insolvency Act was to 
promote business proposals as an alternative to 
bankruptcy.! In 2005, business proposals represented 
18 percent of business insolvencies compared with just 


5 percent in 1995). 


In the third quarter of 2006, the total number of 
business insolvencies was 1735, which represented a 
13-percent drop compared with the same period in 
2005, and the lowest number of insolvencies in a 
quarterly period between 1995 and 2006. Business 
insolvencies reached a high of 4228 in the last quarter 
of 1996. 


Business Bankruptcies 


In the third quarter of 2006, the number of business 
bankruptcies continued to fall, dropping by 

14 percent year-over-year — from 1651 to 1413. 
There has not been a year-over-year increase in 
business bankruptcies in Canada since the fourth 
quarter of 2001. The current figure also represents a 
22-percent drop over the second quarter of 2006 
(1801 bankruptcies). The year-over-year drop in 


commercial bankruptcies can primarily be attributed 


BUSINESS J/nsolvencies 


to three sectors: manufacturing (28-percent drop), 
construction (21-percent drop), and accommodation 
and food services (20-percent drop). These three 
sectors accounted for almost two thirds (63 percent) 


of the overall decline in the number of bankruptcies. 


In the third quarter of 2006, liabilities associated with 
bankruptcies grew 9 percent to $744 million 
compared with the same quarter in 2005. Compared 
with the previous quarter, however, liabilities were 


down 53 percent. 


Business Proposals 


Business proposals decreased 6 percent to 322 in the 

third quarter of 2006 compared with one year earlier, 
representing the fifth consecutive quarterly year-over- 
year decrease. Compared with the second quarter of 

2006, the number of business proposals fell 


12 percent. 


Proposal liabilities totalled $332 million in the third 
quarter, representing a year-over-year third-quarter 
decline of 38 percent. This decline followed three 


quarters of year-over-year increases in liabilities. 


For more information on business proposals, visit the 
Office of the Superintendent of Bankruptcy Canada 


website at www.osb-bsf.gc.ca. 


1 Economic Analysis Group, Business Intelligence Centre, Office of the 


n 


Superintendent of Bankruptcy, Business Insolvency in Canada: A National and 


Regional Analysis for the Period 1987-2005, November 2006. 


iia 
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FINANCING 


Debt Load of Canadian Business Increases 


for the Second Year in a Row 


ai. debt load of Canadian businesses, overall, increased 

11 percent from 2004 to $411.5 billion in 2005. According to 
the Survey of Suppliers of Business Financing,’ the vast majority of 
the increase was attributed to larger businesses (those with loan 
authorizations of more than $5 million) whose outstanding debt 
rose 14.3 percent in 2005 or by about $27 billion. In 
comparison, firms with loan authorizations of less than 

$1 million (often considered a proxy for lending to small and 
medium-sized enterprises) saw their debt increase by only 

4.3 percent to $100.8 billion. This significant difference may be 
a reflection of a decade-long decline in demand for debt 
financing by SMEs, as noted in the Canadian Federation of 
Independent Business banking surveys and the SME FDI 
Survey on Financing of SMEs. 


The principal source of debt financing for business continues to 
be domestic banks, but other suppliers have seen increasing 


market share. In 2005, debt outstanding from domestic banks 


BUSINESS Establish 


An to Statistics Canada’s Business Register, there were 
2 325 543 business establishments! in Canada in June 2006 
(see Table 2), an increase of 3.4 percent from June 2005. Over 
this period, the number of businesses in the indeterminate 
category” grew by 55 529, a rise of 4.6 percent. At the same 
time, the number of employer businesses increased by 21 853 
over the 1 048 286 registered in June 2005. This overall change 
was the result of increases of 2.1 percent in the number of small 
businesses (those with fewer than 100 employees), 2.7 percent in 
the number of medium-sized businesses (those with 

100-499 employees) and 8.1 percent in the number of large 


businesses (those with 500 employees or more). 


In June 2006, small businesses accounted for 97.6 percent of 
employer establishments. Of these, microbusinesses (those with 
fewer than five employees) constituted 57.4 percent of the total 
‘number of employer businesses, up from 56.5 percent in 


ii 2005. Medium-sized establishments represented 


; 


' 
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to small and medium-sized businesses accounted for 43 percent 
of debt financing to them. Finance companies reported the 
largest year-over-year percentage increase in debt financing 
authorized to businesses (22.6 percent), while their market share 
of debt outstanding has been steadily increasing over the 2003 
to 2005 period. The debt was mainly in the form of loans, 
mortgages and lines of credit as interest rates, rising commodity 
prices and increased capital investment raised business financing 


requirements. 


For more information on the SME FDI and the research 


prepared under the Initiative, please visit www.sme-fdi.ge.ca. 


'The Survey of Suppliers of Business Financing is part of the Small and Medium- 
Sized Enterprise Financing Data Initiative (SME FDI) —a partnership between 
Industry Canada, Statistics Canada and the Department of Finance. The survey 
provides data from various financial service providers with more than $5 million 
in assets on debt and lease financing by amounts authorized, amounts 
outstanding and losses. Excluded from the survey were government programs, 
private not-for-profit organizations, and foreign and informal suppliers such as 
business “angels” and family members. 


ments 


2.1 percent, while large firms accounted for 0.3 percent of 


employer businesses. 


More than one third of small establishments were active in 
three sectors: professional, scientific and technical services 
(11.6 percent); construction (11.3 percent); and retail trade 
(12.6 percent). Medium-sized businesses were most heavily 
concentrated in manufacturing (18.8 percent), retail trade 
(13.1 percent), and health care and social assistance 


(9.3 percent). 


' For an individual business establishment to be included in Statistics Canada’s Business 
Register, the company to which it belongs must meet one of the following criteria: have at 
least one paid employee (with payroll deductions remitted to the Canada Revenue Agency), 
have annual sales revenues of $30 000, or be incorporated and have filed a federal corporate 
income tax return at least once in the previous three years. Several business establishments 
can belong to the same company and each company owns at least one business 


establishment. 


* The indeterminate category consists of incorporated or unincorporated businesses that do 
not have a Canada Revenue Agency payroll deductions account. The workforce of such 


businesses may consist of contract workers, family members and/or owners. 


(continued on page 6) 
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(continued from page 5) 


Table 2: Business Establishments by Size of Employment and Industry, June 2006 


Employer Businesses 


Number of Employees Distribution (%) 
Industry Grand Total Indeterminate! Total 1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 
Agriculture, Forestry, Fishing and 
Hunting 193 590 136 629 56961 43587 6 727 BES ais) 529 172 72 11 5.4 Na 
Mining and Oil and Gas Extraction 16 859 7 485 9 374 Sey 75) 1017 986 429 217 144 54 0.9 1.6 
Utilities 22) 943 1 369 584 223 219 154 61 45 43 40 0.1 0.4 
Construction 269 177 149 718 119 459 WMAP 18 256 11 354 If Js 2 693. 1 065 458 137 eS 6.6 
anufacturing 98 138 37 372 60766 25 667 9 062 8186 8597 4469 2 850 1514 421 5.4 18.8 
Wholesale Trade 118 385 54 453 63932 31835 11812 S38) 282 ee 253 926 370 1g) 6.0 5.6 
Retail Trade 217 943 83 571 134372 61365 31786 21381 12334 4366 BANS! 850 99 12.6 13.1 
Transportation and Warehousing 125 415 77 353 48062 31 680 6 001 153 COME OS] mame OO) 571 389 138 4.5 4.1 
nformation and Cultural Industries 32 895 18 954 13 941 7 288 222 1643 1672 586 353 185 92 i133 29) 
Finance and Insurance Hala O33 72 702 39123 20232) 6218 5120 5246 1157 663 373 222 3.6 4.5 
Real Estate and Rental and Leasing 188 579 145 729 42850 26378 6 893 4549 3224 1024 485 21S) 72 4.0 Bil 
Professional, Scientific and Technical 
Services 326 331 204 084 122247 85346 16208 10152 6871 2152 920 457 141 11.6 5.9 
Management of Companies and 
Enterprises 67 294 53 889 13 405 7 623 1985 1 440 1 250 496 av 194 96 1.2 2.2 
Administrative and Support, 
Waste Management and Remediation 
Services 109 478 59 504 49974 28540 8 312 S842 4269) 596 783 444 188 4.7 5:2) 
Educational Services 23 641 11 451 12 190 6 435 1891 1 490 1 082 417 242 201 432 1.1 19 
Health Care and Social Assistance 98 731 14 136 84595 48047 15996 10180 5785 2030 it 39) 819 409 ES) 9.3] 
Arts, Entertainment and Recreation 43 404 24 796 18 608 SP 3 296 2739 8 oot 686 340 160 65 ey 2H 
Accommodation and Food Services 106 525 32 385 74140 29418 14 132 13 434 11638 4094 1 033 314 WEE 7.0 5.8 
Other Services 
(Excluding Public Administration) 166 850 70 162 96688 64651 16 531 9053 4648 1150 417 182 56 oF 2.6mm} 
Public Administration 8 063 88 SS 2 245 1521 WIlGy el 238 681 471 37D 328 0.7 3H 
Total All Industries 2 325 543 1255404 1070139 613820 180147 126066 91 640 32152 15 394 Te COOL 100.0 100.0 
Share of Employer Businesses 100% 57.4% 16.8% 11.8% 8.6% 3.0% 1.4% 0.7% 0.3% 
Source: Statistics Canada, Business Register, June 2006. 
! The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses 
may consist of contract workers, family members and/or owners. 
1 
| 
| 
| 
| 
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SELF-Employment 


Older Self-Employed Workers 


A= to Statistics Canada’s Labour Force Survey, the 
number of self-employed workers in Canada rose from 
2.08 million in 1995 to 2.51 million in 2005 — an average 


annual growth of 1.9 percent. 


Table 3 shows the distribution and the growth of self-employed 
workers by age group. The most impressive growth — 

4.8 percent per year — is among self-employed workers over the 
age of 55 between 1995 and 2005. These older workers 
accounted for 25.4 percent of total self-employment in 2005, 
up from 19.3 percent in 1995. While there was moderate 
average growth in the number of self-employed workers aged 
from 25 to 29 (0.5 percent) and those aged from 30 to 54 

(1.5 percent), the number of younger self-employed workers 


(aged from 15 to 24) dropped by 3.4 percent per year. 


This increase in the average age of self-employed workers likely 


reflects the aging of the Canadian population as a whole rather 


than older workers being more interested in entrepreneurship 
than younger people. In 2005, self-employed individuals 
represented 27.4 percent of the labour force over the age of 55, 
down from 29.5 percent in 1995 (not shown here). For self- 
employed workers overall, this ratio remained relatively stable 
over the 10-year period: 14.2 percent in 1995 and 14.5 percent 
in 2005. Nevertheless, the fast growth in the number of senior 
self-employed workers raises the important question of business 


succession. 


A growing number of self-employed individuals, even in the 
younger group (15 to 24 years), have chosen to incorporate to 
benefit from lower tax rates, limited liability and greater access 
to capital. Over the past 10 years, the number of incorporated 
self-employed workers grew by 3.9 percent per year compared 
with 1.0-percent growth for those who are not incorporated. 
In all age groups, the growth was especially high in the 


incorporated self-employed workers without paid help category. 


Table 3: Distribution and Growth of Self-Employed Workers (percentage) by Age, Canada, 
1995 and 2005 
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Incorporated Unincorporated 

Self-Employed With Paid Help Without Paid Help With Paid Help Without Paid Help Unpaid 

Average Average Average Average Average Family 

Growth Proportion Growth Proportion Growth Proportion Growth Proportion Growth Proportion Workers 
Age 1995-2005 1995 2005 1995-2005 1995 2005 1995-2005 1995 2005 1995-2005 1995 2005 1995-2005 1995 2005 1990 2005 
15 years and over iS) 100.0 100.0 55) 100.0 100.0 9.0 100.0 100.0 -1.5 100.0 100.0 ile 100.0 100.0 L825 21-0 
15-24 years -3.4 6.7 39 -0.5 13 0.9 6.1 23) 1.8 -2.1 1.6 ile} -4.2 10.5 5.8 34.4 27.3 
25-29 years 0.5 6.6 5.8 -0.3 4.4 BIW WM 6.5 5.4 -2.9 5.8 5.0 0.6 8.0 Mood 221, 20-8 
30-54 years 1.5 67.3 64.8 0.7 1S GIS 8.1 72 OG 259. 73.0 66.8 We 622) 56251 7.8) “6.1 
55 years and over 4.8 Sep soy 4.6 1922 25:8) 12.4 iks}oh 255) 7 19.4 26.5 4.3 19.3 24:9 eye i710) 


Source: Statistics Canada, Labour Force Survey, 2005, special tabulations. 


Survey of Regulatory Compliance Costs 


tatistics Canada recently released data from the Survey of 
Regulatory Compliance Costs. The survey produces statistics on 


the costs of compliance with key government requirements for 


information, such as payroll remittances and provincial sales 


tax instalments. It also provides a baseline to track the 


government’ progress in reducing burden resulting from these 


obligations. The main survey collects data on the costs of 
compliance incurred internally by businesses and on their 
perceptions of paperwork burden. A supplementary survey 
collects data on the costs incurred by external service 
providers, such as accountants or payroll companies, who 
undertake compliance activities on behalf of their business 


clients. 
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RECENT Developments 


For more information on the survey and the Paperwork 


Burden Reduction Initiative, please visit 
www.statcan.ca/Daily/English/061212/d061212d.htm and 


www.reducingpaperburden.ge.ca. 


The International Consortium on 


Entrepreneurship 


au. International Consortium on Entrepreneurship (ICE) 


recently released a report containing 63 indicators of the 
entrepreneurship environment in up to 30 industrial 
countries. Canada is a member of the ICE, whose goal is to 
develop objective and consistent evidence on 
entrepreneurship, including specific topic areas that can be 
benchmarked across countries. The ICE currently has nine 
member countries as well as academic researchers from three 
other countries. The 2006 version of the indicators report is 
available at www.foranet.dk/upload/ quality_assessment_of_ 


entrepreneurship_indicators_004. pdf. 


Federal Contracting Opportunities for 
SMEs 


Sz and medium-sized enterprises (SMEs) sell about 
$6 billion of goods and services every year to Public Works 
and Government Services Canada (PWGSC), the 
procurement arm of the federal government. PWGSC is 
working to provide open, fair and transparent competition, 
and to give SMEs greater access to federal government 
contracts. Through its Office of Small and Medium 
Enterprises (OSME), the department has already eliminated 
the fees to access documents on all federal opportunities. 
Among other initiatives under way are removing possible 
access barriers to joint ventures, and simplifying the language 
in bid solicitations and contracts. For more information on 
the OSME’s services, contact the OSME InfoLine at 
1-800-811-1148 or visit the OSME website at 


www.pwegsc.gc.ca/acquisitions/text/sme/osme-e.html. 
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PERFORMANCE 


Trends 


Employment in small businesses (those with fewer 
han 100 employees) increased by more than 

120 000 jobs in the fourth quarter of 2006 
sompared with the same quarter of 2005. This 
igure represented 37.8 percent of net new jobs in 
he Canadian economy, up from 32.7 percent in the 
»revious quarter. 


[otal business insolvencies in the fourth quarter of 
006 came to 1955, a drop of 9 percent from the 
ourth quarter of 2005. Business bankruptcies 
hrank 6 percent, the 17th consecutive year-over- 
ear quarterly decline. Business proposals declined 
12 percent to the lowest quarterly level since 1997. 


n the fourth quarter of 2006, 2.53 million people 
vere self-employed, a 2.3-percent drop from the 
ame period in 2005. This is the third consecutive 
ear-over-year decrease following four years of 
‘rowth. 


otal business loans outstanding! from chartered 
ranks continued to rise in the fourth quarter of 
006, reaching $109.1 billion. This was an increase 
if8.8 percent from the same quarter of 2005. 

ans of less than $1 million accounted for 

/0.2 percent of total business loans. 


naz, non-residential mortgages, agricultural loans and customers’ 


ibility under acceptances. 


Bec f 


www.strategis.gc.ca/SMEquarterly 


FINANCING OF SM 
EXPORTERS: 
Barriers Do Exist 


n Canada, small and medium-sized enterprises (SMEs) make up 97 percent 
of all firms that sell goods and services abroad and SME exporters contribute 
far more than their proportional share of job creation.! However, the 
durability of small business exporting appears to be precarious — the 
probability of a Canadian establishment exiting a foreign market before 

12 months is 42 percent.* Given the strong links between export growth and 
the welfare of Canada’s economy, it is important to understand the obstacles 


that may limit SMEs’ ability to export over the long term. 


One potential barrier is access to financial capital. Financing is an essential 
ingredient in the growth and survival of businesses. If exporter firms have 
difficulty in obtaining debt financing, it can compromise their ability to 
develop markets and compete internationally. Using results from the Survey on 
Financing of Small and Medium Enterprises, 2004, a study entitled Financing 
Canadian SME Exporters was conducted to examine the extent to which 
Canadian SME exporter firms? face difficulty in accessing debt financing from 
commercial lenders compared with non-exporters. The study focused on two 


key areas: 


(continued on page 2) 
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(continued from page 1) 


To what extent do overall market failures and above, start-up exporter firms are less likely to get debt 


imperfections limit access to capital by Canadian financing, then it will be increasingly difficult for INVs 


SME exporters? to prosper within Canada’s relatively small home 
2. What is the nature of any such imperfections and market. Consequently, constraints on INVs' ability to 
how best to remedy them? grow through export market development potentially 


: compromise their ability to contribute to job creation 
The results of this study show that commercial lenders ; ; 
; ao ; and national prosperity. 
reject applications for operating loans from early-stage 


SME exporters at a rate more than four times that of While this study has provided new insights into the 
the rejection rate for established firms. Early-stage SME financing of SMEs and SME exporters, gaps in our 
exporters (those operating since 2002) are also more understanding remain. Further research is also required . 
likely to be turned down for term loans than established on the impact of debt financing on business owners’ 
firms (those operating prior to 2002). export decisions, such as the extent to which loan 


rejections may deter business owners from exporting. 
Other areas of research could include INVs and the 


types of financing they need to grow and survive in them: 


The rapid pace of technological change and 
globalization has enabled companies to exploit more 
opportunities in international markets, so that many 


; : global economy. 
SMEs can export from inception. Such companies are 


known as international new ventures (INVs). INVs are For further information about this article or to obtain 
important because they defy the widely-accepted “stage copies of the report, email your requests to | 
theory” of internationalization. This is where firms are smefdi@ic.gc.ca. 


thought to evolve to exporting after starting locally, 4 


expanding regionally and nationally, and only then a 


gaining economies of scale necessary to enter ' Halabisky, David, Bryon Lee and Chris Parsley, Small Business Exporters: a 


international trade. A Canadian Profile, Industry Canada, Small Business Policy Branch, 2005. 4 


2 Bosco Sabuhoro, Jean and Yvan Gervais, “Factors Determining the Success or | 


New SME firms (those operating since 2002) are less Failure of Canadian Establishments in Foreign Markets: A Survival Analysis 
’ Approach,” Statistics Canada, Analytical Studies Branch Research Paper, 220, 
likely to be exporters, yet among those SMEs that 2004. 

export, start-ups are just as likely as more established 3 For the purpose of the study, Financing Canadian SME Exporters, SME 


firms to be intensive exporters (those shar denivernore exporters are defined as businesses with fewer than 500 employees and less than | 
P $50 million in annual revenues that sold goods or services outside Canada 


than 25 percent of sales from exports). If, as noted during 2004. 


Small Business Quarterly — Vol. 9, No. 1, May 206 
* 


il. the fourth quarter of 2006, business insolvencies, which 
include bankruptcies! and proposals, totalled 1955 (Table 1), 


were up 16 percent to 1637, while proposals shrank by 


_a 13-percent increase over the previous quarter. Bankruptcies 
r 


percent to 318. Despite the increase in the number of 
Insolence in the fourth quarter, the overall trend was 


downward. The fourth-quarter figure was the second lowest 


uarterly number of insolvencies over the period 1993 to 2006. 
Compared with the same quarter in 2005, bankruptcies were 
down 6 percent and proposals were down 22 percent so that 
overall business insolvencies shrank 9 percent, the 12th 


consecutive year-over-year quarterly decrease. 


The consolidated annual figures for business insolvencies in 
2006 displayed the same trend. The total of 8171 was the lowest 
annual number of insolvencies over the period 1993 to 2006. 
The number of insolvencies in Canada has been falling since the 
high of 14 820 in 1996. This is true for both bankruptcies and 
business proposals. The number of bankruptcies in 2006 — 
6747 — was about half the level registered in 1996. The 1424 
business proposals for 2006 was 13 percent below the 2005 


‘level, and the lowest annual number of proposals since 1997. 


Liabilities 
While the number of insolvencies is consistently dropping, the 
‘figures on liabilities, particularly average liabilities, have varied 


over time. Total liabilities of insolvencies in the fourth quarter of 
i 


(i 


Table 1: Total Insolvencies, Bankruptcies and 
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Source: Office of the Superintendent of Bankruptcy Canada (www.osb-bsf.gc.ca). 


BUSINESS /nsolvencies 


2006 decreased 31 percent compared with the fourth quarter of 
2005, bringing liabilities down to one of the lowest levels 
recorded over the 13-year time frame. The number of liabilities 
associated with bankruptcies decreased by 15 percent from the 
fourth quarter of 2005 to $782 million, but total proposal 
liabilities dropped 53 percent to $321 million, compared with 
the same quarter in 2005. 


In contrast, consolidated annual total liabilities for insolvencies 
in 2006 grew 12 percent to $5.6 billion, for an average 
insolvency liability of $680 000. This is still well below the high 
of $10.1 billion in total liabilities reported in 2002. The rise in 
insolvency liabilities was principally due to the 30-percent rise in 
bankruptcy liabilities to almost $3.9 billion, bringing the 
average liability per bankruptcy to $578 000. Proposal liabilities 
totalled $1.7 billion, a 16-percent drop compared with one year 
ago. However, the average liability per business proposal was 
almost $1.2 million, approximately double the 


bankruptcy average. 


For more information on business insolvencies, visit the website 
of the Office of the Superintendent of Bankruptcy Canada at 


www.osb-bsf.gc.ca. 


' Bankruptcy refers to the liquidation of the debtor's business assets and the end of the 


commercial entity's operations. 


* Proposals involve the settling of debts between the debtor and its creditors while still 


allowing the business to continue operating. 


Proposals and Associated Liabilities 


Insolvencies Bankruptcies Proposals 
Volume Liabilities ($ 000) Volume Liabilities ($ 000) Volume Liabilities ($ 000) 
Q4 2005 2 145 1 604 902 eS 924 947 410 679 955 
Q1 2006 2311 1 499 008 Ihrehs 878 821 419 620 186 
Q2 2006 2 167 1 871 368 1 802 1 489 546 365 381 823 
Q3 2006 1 738 1 078 563 1 416 747 026 322 sianl aya 
Q4 2006 1,955 1 103 288 1 637 781 801 318 321 487 
Consolidated Annual 
2005 9 180 4959 658 Soy 3.001 101 1 643 1 958 557 
2006 8 171 Sop) UHL 6 747 3 897 194 1 424 1 655 033 


FINANCING 


New Business Ownership Transition 
Product Launched by the BDC 


ieee planning and intergenerational business 
transfer have become important issues as the baby-boom 
generation of business owners fast approaches retirement 
age. Baby boomers, or those born between 1946 and 
1966, accounted for approximately 7 out of 10 SME 
business owners in 2004.! Older boomers (born 1946 
to 1956) accounted for more than one third of SME 
owners. Succession planning is important for 
entrepreneurs because the firm’s value constitutes the 


largest part of the owner's retirement savings. 
te) to) 


Estimates vary as to the magnitude of the situation. In a 
joint study, the Business Development Bank (BDC) and 
the Canadian Federation of Independent Business 
(CFIB) surveyed the CFIB membership and found that 
over the next 10 years, 71 percent of Canadian small- 
business owners plan to retire and 52 percent of them 
do not have a succession plan. According to the BDC, 

a major obstacle to succession planning is financing. 
While established firms typically have little difficulty 
accessing financing, business succession can change that 


pattern. A firm's past performance may not indicate the 


JOB Creation 
[A to Statistics Canada’s Survey of 


Employment, Payrolls and Hours, the number of payroll 

employees increased by 320 298 in the fourth quarter of 
2006 compared with the same quarter of 2005, reaching 
a total of 13 751 892 (Table 2). This figure corresponds 


to an annual growth rate of 2.3 percent, which is slightly 


lower than the year-over-year growth rates for the first 
three quarters in 2006. The bulk of new jobs — nearly 
160 000 jobs — continued to be created by large 
businesses. However, small businesses created more than 


120 000 jobs, which represented 37.8 percent of all jobs 


relative risk of the potential buyer. Replacing the exiting 
> : . . . ) 
owner's equity with the incoming owners debt 


drastically changes the financial picture of a firm. 


Business owners also report struggling with legal and 
fiscal issues associated with the transfer of a business. 
Resources such as legal advisers and accountants can 
help to develop proper succession plans so that the 

retiring entrepreneur can reap the full value of his or he 


investment, while protecting the business for the future! 


To help ensure that viable businesses are not lost becaus 
of a lack of financing, the BDC has developed its new | 
Business Ownership Transition product, with financin, 


of up to $500 000 per potential buyer. This product ] 


will provide potential buyers with access to financing 
and to BDC consulting services to facilitate the 
transaction. Existing BDC clients can access consulting 
services to help develop a succession plan and timeline, 


for transition. 


For more information, visit www.bdc.ca/en/my_ 


project/Projects/ growth/ succession_planning,htm. | 


1 Statistics Canada, Survey on Financing of Small and Medium 
Enterprises, 2004, special tabulations. 


t 
created and was the second highest contribution cl | 
small businesses made in 2006, and also second highe| 
since the first quarter of 2004. Microbusinesses (fewer 
than five employees) created 37 000 jobs or 11. 6 ot 
of all jobs, the highest contribution by microbusiness« 


since the first quarter of 2005. ; 


Between the fourth quarters of 2005 and 2006, chree 
sectors were responsible for 44 percent of job creatior’ 
retail trade (58 709 jobs), accommodation and food 
services (44 472 jobs), and construction (37 082 jobs 


However, the highest annual rate of growth occurred 


(continued on pay 
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(continued from page 4) 


mining and oil and gas extraction, with an 11.0-percent increase Three sectors lost jobs over the year: manufacturing 
(8 555 jobs) between the fourth quarters of 2005 and 2006. (28 065 jobs), forestry (5327 jobs) and management of 
Among small businesses, the construction sector created the companies and enterprises (1865 jobs). Small businesses shed 
_ most jobs (30 166 jobs), followed by accommodation and food the bulk of jobs in forestry and management of companies and 
| services (18 731 jobs) and health care and social assistance enterprises, while jobs lost in manufacturing were concentrated 
_ (17 835 jobs). in large businesses. 
Bae 
, Table 2: Year-Over-Year Net Change! in Payroll Employment? by Industry, 4th Quarter 2006 
: Change % Contribution to Total Net Change (Number of Employees) 
BQuarce % Joe 04 51) 20-49 50-99 9100-299 300-499 so0d99 500, 
Q4 2005 1.9 258247 i 8.2 8.2 10.0 2750 en 2.3 144 58.0 
| QI 2006 AS 351 389 Dea 10.7 lea 9.6 BYES 14.4 0.7 TOL 47.8 
Q2 2006 2.8 379019 Cum ule: 11.4 9.9 387 103 2.8 13.0 48.2 
B 3 2006 2.5 332 268 4.9 8.1 10.0 9.7 32,7 8.6 4.0 12.5 54.8 
Q4 2006 2.3 320298 11.6 1.0 13.0 122 37.8 72 5.3 12.6 49.6 


a a ee 
Industry Absolute Change (Jobs) 


| 

Forestry -5 327 -615 -700 -1 166 =5)5)5) -3 076 -1 158 81 =1 077 ai ys; 
Mining and Oil and Gas Extraction 11.0 UE S55) 390 1 326 2 166 241 4 123 -290 2 787 2 497 1935 
| Utilities (}s) 585 107 22) -126 190 392 -765 1 183 418 -226 
Construction 5.1 37 082 26 447 = -8 078 5 659 6 138 30 166 1 655 SRopys 5 007 1910 
| Manufacturing zallty -28 065 -2 904 1 037 -2 999 -4 316 =9 182 -3 171 511 -2 660 -16 223 
Wholesale Trade 19) 14 148 1 194 1 145 1373 241 953 -1 542 6 548 5 006 5 189 
| Retail Trade 3.4 58 709 1446 -2816 3 600 4251 6 48] 3 448 1 618 5 066 47 161 
| Transportation and Warehousing 1.8 1259 425 839 1154 839 3257 = =—-1 794 855 -939 8 942 
Information and Cultural Industries 2.6 8 870 134 -104 -261 2010 1779 -733 179 -554 7 643 
| Finance and Insurance 3.6 21 434 4 680 170 1561 324 6 735 2 047 Ih Ghs}5) 3 882 10 817 
| Real Estate and Rental and Leasing 2.5 5 949 1 206 396 2 080 1617 3 2B) 1 073 789 1 862 -1 212 
| Professional, Scientific and Technical Services 4.4 29 792 5) ay) 1 886 1590 4 425 13 220 6 130 -571 5 559 11 013 
| Management of Companies and Enterprises -1.9 -1 865 W599) -684 -162 -191 -2 636 907 -136 771 -1 
| dministrative and Support, Waste Management 4.4 30 105 4 628 2 074 2 853 1015 10 570 1 078 5 274 6 352 13 182 

il d Remediation Services 
i 2.3 25 241 73 958 1 Syl -111 2 491 -4 683 -3 990 -8 673 31 423 
i ealth Care and Social Assistance UZ, 24 310 2 570 4 620 5 887 4758 17 835 2 480 -5 109 -2 629 9 105 
ts, Entertainmenc and Recreation Deh 5 854 889 64 46 1535 2 534 1 089 109 1198 2 120 
ccommodation and Food Services 4.6 44 472 -10 398 DOS 14 641 12 237 18731 14 470 OES 17 407 8 335 
Other Services (Excluding Public Administration) 3.0 15 221 3051-1453 2725 2 427 6 750 2 734 -1 080 I 654 6 817 
-ublic Administration 0.5 3.969) -7 34 -443 2 025 1 609 128 -40 88 2 272 
E Canada Total 2.3 320 298 37 036 3 182 41750 39062 121030 23107 W752 40 239 159 027 


ource: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2007. 


'Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


“Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
iousehold services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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SELF- 
Employment 


[AS to Statistics Canada’s Labour Force 


Survey, the number of self-employed workers in 
Canada rose at an annualized rate of 0.9 percent to 

2.5 million between 2000 and 2006 (Table 3). Growth 
rates were slightly stronger over the 1990 to 2006 time 
frame (1.2 percent). Expansion in self-employment in 
the services sector contributed to most of the increases 
over the 1990 to 2006 period, with the number of 
self-employed individuals working in services 
increasing 1.7 percent, compared with just 0.1 percent 


erowth for the goods sector. 


For several decades, there has been a shift in 
employment from the goods sector to services. This 
trend has been most noticeable among self-employed 
workers, where in 1990 over one third (36.1 percent) 
worked in goods compared with 27.5 percent by 
2006. A huge drop in the proportion of self-employed 
workers in agriculture has contributed to this trend. In 
fact, as of 2006, just 8.3 percent of self-employed 
individuals worked in agriculture, compared with 
double that in 1990. As a result of this decline in the 
goods sector, 72.5 percent of self-employed workers 
found opportunities in the services sector in 2006, up 


from 63.9 percent in 1990. 


The professional, scientific and technical services 
industries represented the largest concentration of self- 
employed workers in 2006 (14.8 percent). Also well 
represented among the self-employed were the 
construction industry (13.3 percent) and trades 


industry (12.1 percent). 


The largest percentage increases in self-employment 
over the 1990 to 2006 time frame were in educational 
services (3.4 percent), management of companies and 
administrative and other support services 

(3.3 percent), and professional, scientific and technical | 
services (3.1 percent). The overall growth in self- 
employed workers in professional, scientific and 
technical services contributed most to the net absolute | 
increase in the number of self-employed individuals 
between 1990 and 2006 (30.9 percent). Only two 
industries experienced losses in the number of self 
employed over the same period — agriculture | 


(-1.5 percent) and trade (-0.04 percent). 


(continued on page 7, 
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ods-Producing Sector 
Agriculture 


Forestry, Fishing, Mining, 
Oil and Gas 


Utilities 

Construction 
Manufacturing 
tvices-Producing Sector 
Trade 


Transportation and 
Warehousing 


Finance, Insurance, 
Real Estate and Leasing 


Professional, Scientific and 
Technical Services 


Management of Companies 
and Administrative and 
Other Support Services 


Educational Services 


Health Care and Social 
Assistance 


Information, Culture 
and Recreation 


Accommodation and 
Food Services 


Other Services 


Public Administration 


11 250 


1990 


3 086 


132 


258 
140 
590 
1 966 
8 164 


772 


565 


764 


412 


251 


823 


1 154 


451 


699 
433 
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2006 
(Thousands) 


737 

2 026 

10 688 
2 331 


666 


863 


721 


539 


1 109 


1570 


638 


926 
490 


Annualized Percentage Change 


— ee 
Employees Self-Employed 


1990- 2000- 1990— 2000- 
2006 2006 2006 2006 


———— 


(Percent) 

0.3 0.7 0.1 0.7 
0.2 iL) -1.5 -2.9 
0.2 Sul 0.8 3.0 
-0,5 1.0 0 

0.9 5.5 1.5 Be) 
0.1 -1.1 0.3 0.3 
1.0 2) eye 0.9 
ilps Dif -0.04 -0.5 
0.6 0.8 2.0 -0.3 
0.5 2.8 2.6 5.6 
BD PE hl 2.4 
3.0 6.0 3p) -0.5 
ile 3.0 3.4 1.6 
2 3.0 2.0 1.6 
1.3 2.0 20) 2.1 
Wall AS) OH -0.5 
0.5 1.2 0.7 -1.7 


Percentage Distribution 


Table 3: Self-Employment in Canada, Share by Category of Worker and Industry, 1990, 2000 and 2006 


Self-Employed 


2000 


— 


27.8 
10.4 


2.0 

0.0 
11.6 

3.8 
72.2 
13.1 


IS 5) 


6.6 


1) 


8.2 


4.0 


Si) 
9.8 


Nm 
i) 


Reducing Paperwork Burden 


sia 

N | 

Wane s announced in Budget 2007, the Government of 

Canada is committed to reducing the paperwork burden for 

small businesses by: 

* requiring key federal regulatory departments and agencies 
to establish by September 2007 an inventory of their 
administrative requirements and information obligations 
with which businesses must comply; and 

° reducing those requirements by 20 percent by 
November 2008. 


For information on Budget 2007, go to www.budget.ge.ca/2007. 


For more information on the Government of Canada’s efforts 


to reduce paperwork burden or the Statistics Canada Survey of 


Regulatory Compliance Costs, go to 


www.reducingpaperburden.gc.ca. 
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RECENT Developments 


rSBQ Reuter — 


We want to hear from you 


lan onl 

i | he Small Business Policy Branch at Industry Canada is 
committed to providing readers of the Small Business 
Quarterly with a high-quality product. We would like your 
opinion about the content and your particular uses of the 
Small Business Quarterly. Please take a few minutes to answer 


| a short online survey at www.strategis.gc.ca/sbqsurvey. 


The International Consortium on 


Entrepreneurship 


poA 


| re a... International Consortium on Entrepreneurship (ICE) — 
recently announced the launch of its new website, which 
contains information on ICE projects and relevant policy 
documents. The ICE is devoted to developing objective and 
consistent evidence on entrepreneurship across countries of 
the Organisation for Economic Co-operation and 
Development. ICE currently has nine member countries — 
including Canada — as well as academic researchers from 
three other countries. It is expected that over time the site will 


become a rich and diverse source of internationally 


comparable information on entrepreneurship. For more 


information, visit the ICE website at www.ice.foranet.dk. 


Annual Conference of the Administrative 
Sciences Association of Canada in Ottawa, 


June 2-5, 2007 


au. 2007 annual conference of the Administrative 
Sciences Association of Canada (ASAC), hosted by the 
University of Ottawa School of Management, will be held at 
the Ottawa Marriott and Crowne Plaza Hotel on June 2-5. 
The conference theme will be “50 Years of Leadership in 


Management.” 


For further information about ASAC and the June conference, 


please visit the association’s website at www.asac.ca. 
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PERFORMANCE 


Trends 


Job creation in Canada rose by nearly 285 000 jobs 
(2.1 percent) in the first quarter of 2007 compared 

with the same period in 2006. Small businesses PN... report commissioned by Industry Canada examines the factors that 
(those with fewer than 100 employees) represented 
27.7 percent of this growth, a decrease from the 
previous year, whereas medium-sized and large 


(Cap ane Small Firms 


contribute to successful collaborative research and development (R&D) and 


commercialization. Although innovation has become a necessary component 


companies represented increases of 19.4 percent of a successful business strategy, for smaller firms with limited resources 
and 52.9 percent, respectively, over the previous innovation also presents higher risks and challenges. Moreover, the ability to 
year. 


commercialize depends on other factors such as human resource strategies and 
The number of business establishments increased 


by 1.1 percent in December 2006 compared with Be ee: 
commercialization is particularly critical for small and medium-sized 
December 2005. y 


management capabilities. Consequently, collaborative R&D and 


: 5 - enterprises (SMEs) hoping to pursue innovative activities. 
Total business insolvencies numbered 2099 in the F Dae ge 


first quarter of 2007, a drop of 9.2 percent from the 
first quarter of 2006. 


The report, which was prepared by Don Rumball for the Small Business 


Policy Branch of Industry Canada, examines the strategies for collaborative 


In the first quarter of 2007, self-employment 


ee : R&D used by five companies. Each company has engaged in a variety of 
numbered 2.5 million, a 1.26-percent increase from y P pay 5°S / 


the first quarter of 2006. collaborative activities with varying degrees of success. The findings provide 
Ed business loans outstanding! from chartered insights on specific strategies used by firms involved in collaborative 

banks amounted to $115 billion in the first quarter innovation. 

of 2007, an increase of 9.5 percent from the same 

quarter in 2006. Small businesses represent Overall the case studies exhibit two broad categories of collaborative activities: 
17.3 percent of the loans, the lowest within the past “research push” and “commercial pull.” Research-push collaborations include 
five years. Medium-sized businesses represent 


spinoffs from university laboratories and contract research performed by these 


31.6 percent of the loans. 
(continued on page 2) 


. Excluding non-residential mortgages, agricultural 


loans and customers’ liability under acceptances. ( © iN T E N TS 


Business Insolvencies 


Self-Employment . 
Job Creation 


companies. Commercial-pull collaborations include 
sponsored research, joint ventures and technology 
watches (the latter is a process of networking with 
researchers to identify promising technologies as early 


as possible). 


Many of the principal findings of the collaborative 
strategies used by the firms may seem self-evident, but 
no less important. All five cases demonstrated the 
absolute necessity of credible R&D for there to be any 
hope of collaboration. Without this, there would be no 
way to attract the key individuals needed for 
commercialization. As the cases clearly demonstrate, 
successful business development depends on key 
individuals who make an enormous difference but who 
are exceptionally difficult to find and recruit. Selection 
of the chief executive officer (CEO), for instance, was 


particularly important in many of the cases. 


The study also highlighted that most commercialization 
results from “commercial-pull” projects where firms can 
identify breakthrough propositions for customers that 
anticipate customer needs and seek to satisfy them as 
efficiently as possible. The customer relationship, 
therefore, is fundamental to successful innovative 


activity. 


Protection of intellectual property (IP), which is both 
expensive and time consuming, is discussed extensively 
in the report. Patents are not always the key to 
competitive success, particularly in industries that are 
moving so fast that patents become obsolete long before 
their expiry. SMEs adopt different strategies to protect 
IP. For instance, some SMEs seek to establish a niche 
market that is too small to interest large firms but 
which the small firm can dominate. On the other hand, 
where collaboration with larger firms is necessary, some 
SMEs cede IP ownership to the large firm in return for 


a guarantee of exclusive rights to supply the product. 


(continued from page 1) 


One of the main barriers to collaboration is the ability 
to access potential partners — for SMEs new to R&D, 
these are researchers in the same field; for SMEs seeking 
joint ventures, potential partners include large firms. 
Establishing and building networks of stakeholders and 
sheer persistence appear to be the most promising 


solutions. 


During the risky phase of business development 

between launching a spinoff and commencement of 
revenue flows, firms reported a lack of financing. 

Formal institutional investors are less suited to these 
kinds of investments so financing often needs to come 
from informal sources, including angel investors. As 
some of the cases indicated, informal financing needs to 


be encouraged to fill these specific financial needs. 


The report makes some recommendations for successful - 
collaborative R&¢D and commercialization, including. 


the need to 


* consolidate and serve networks of research 
institutions to give them critical mass; 

* encourage angel investors to ameliorate the 
financing shortfall between the creation of spinoffs 
and revenue generation; 

* encourage a culture of commercialization through 


university centres of research that would seek to 


attract top management talent; and 


* provide access to advanced marketing expertise and 


partners. 


contribute to bridge financing or access to financing 
} 

| 

' 

The report can be found on the Small Business ' 
: 

| 


Research and Policy website at 


www.strategis.ic.gc.ca/epic/site/sbrp-rppe.nsf/en/ | 
1d02182e.html. 
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BUSINESS /nsolvencies 


il, the first quarter of 2007, business insolvencies, which 
include bankruptcies and proposals,! totalled 2099 (Table 1), 

a 7.4-percent increase over the fourth quarter of 2006. 
Bankruptcies were up 6.6 percent to 1745, whereas proposals 
grew 11.3 percent to 354. Despite the increase in the number 
of insolvencies in the first quarter of 2007, the overall long-term 
trend remains downward. The first-quarter figure was the fourth 
lowest quarterly number of insolvencies over the 1993-2007 


period. 


‘Compared with the same quarter in 2006, both bankruptcies 
and proposals were down: 7.8 percent and 15.5 percent 
‘respectively. Overall, business insolvencies shrank 9.2 percent 


By 


the 13th consecutive year-over-year quarterly decrease. 

! 

Liabilities 

‘Total liabilities of insolvencies in the first quarter of 2007 
reached almost $4 billion, an increase of 260.5 percent 


compared with the previous quarter. This was the second highest 


level of insolvency liabilities recorded over the 1993-2007 time 


frame and the average liability was pushed to $1.9 million 


compared with $564 342 reported in the previous quarter. This 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb-bsf.gc.ca). 
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Table 1: Total Insolvencies, Bankruptcies and Proposals and Associated Liabilities 


increase was attributed to large liabilities associated with a 
couple of bankruptcies in the high-tech sector. Bankruptcy 
liabilities rose to $3.7 billion in the first quarter of 2007, which 
was more than triple the level in the fourth quarter of 2006 and 
compared with a year earlier. It was also the highest first quarter 
level over the entire 1993-2007 period. 


Proposal liabilities, on the other hand, dropped 58.3 percent to 
$258.7 million in the first quarter of 2007 compared with the 
same quarter in 2006. The average proposal liability was 


$0.7 million, down from $1.5 million a year ago. 


For more information on business insolvencies, visit the website 
of the Office of the Superintendent of Bankruptcy Canada at 


www.osb-bsf.gc.ca. 


' Bankruptcy refers to the liquidation of the debtor's business assets and the end of the 
cy q 
commercial entity's operations. Proposals involve the settling of debts between the debtor 


and its creditors while still allowing the business to continue operating. 


Insolvencies Bankruptcies Proposals 
Liabilities Average Liabilities Average Liabilities Average 
Volume ($ 000) Liability ($) Volume ($ 000) Liability ($) Volume ($ 000) Liability ($) 
Q1 2006 2 311 1 499 008 648 640 1 892 878 821 464 493 419 620 186 1 480 158 
Q2 2006 2 167 1 871 368 863 576 1 802 1 489 546 826 607 365 381 823 1 046 090 
Q3 2006 1 738 1 078 563 620 577 1 416 747 026 527 561 322 331 537 1 029 619 
Q4 2006 1955 1 103 288 564 342 1 637 781 801 477 582 318 321 487 1 010 965 
Ql 2007 2 099 3 977 097 1 894 758 1745 3 718 389 2 130 882 354 258 708 730 814 
% Change 
QI 2006-Q1 2007 -9.2 165.3 192.1 7.8 B23 358.8 -15.5 -58.3 -50.6 
Q4 2006-Q1 2007 74 260.5 2350/1 6.6 375.6 346.2 Wass -19.5 ied 


SELF- 
Employment 


1G... special tabulations from the 1990, 2000 and 


2006 Labour Force Survey, Industry Canada’s Small 


Business Policy Branch has examined the occupational 


profile of self-employed workers. Table 2 shows the 


breakdown by occupation for self-employed and paid 


employees. 


The occupational composition of paid employees has 


been fairly consistent over the past decade. Over the 


same period, however, self-employed workers have been 


finding work in service-oriented occupations as 


opposed to primary occupations. Overall, the number 


of employees grew at an annualized rate of 0.5 percent 


between 2000 and 2006 compared with 0.2 percent for 
the self-employed. Compared with the 1990 to 2006 


period, the number of self-employed grew at an 


annualized rate of 1.2 percent versus 0.8 percent for 


employees. 


Self-employment in health, natural and applied 


sciences, and art, culture, recreation and sport 


witnessed the largest percentage increases over the 2000 


Table 2: Self-Employment by Occupation, 


Employees 


Percentage Distribution 


Occupation 1990 2000 2006 1990-2006 2000-2006 1990 2000 2006 
“Business, finances and administration 21.3 19.1 19.5 0.5 0.6 8.9 10.0 10.4 1.8 

Health occupations 545) 5.5 6.2 iL 0.9 3h) 4.4 Sil Ded 

Management occupations 7A WH WP 0.7 0.2 20.3 19.6 20.2 1,2 

Natural and applied sciences 5.6 7.0 #2 1.8 0.6 3.0 4.8 5.4 35 

Art, culture, recreation and sport 2.0 2.2 2.3 NS) 0.7 Se 6.2 6.7 2.3 

Social science, education and government Fil 8.1 8.9 ey 0.8 5.8 6.5 6.6 1.7 Fe) 
Primary industry 2.4 Dsl Doth 0.4 0.6 19.3 Loe, 11.4 -0.8 -0.45 
Sales and services occupations 24.0 25.3 25.1 1.0 0.4 15.8 16.5 15.8 1.2 
Trades, transport and equipment operators 16.4 14.5 14.5 0.4 0.5 17.4 17.1 16.9 Heil 

Occupations unique to processing, manufacturing 

and utilities 8.4 8.6 7.0 0.2 -0.3 1.1 WEF 17) 2.9 

Total, all occupations 100.0 100.0 100.0 0.8 0.5 100.0 100.0 100.0 tee 


Percentage Change 


to 2006 period at 0.8 percent, 0.6 percent and 


0.5 percent respectively. Growth patterns were similar 


over the 1990 to 2006 period; however, natural and — 
applied sciences occupations showed the largest growth 
at 3.5 percent, followed by health occupations at 


2.7 percent. 


Only occupations in primary industries saw losses in 
the number of self-employed workers (-0.4 percent). I 


fact, primary industries have witnessed the greatest 


19.3 percent share in 1990 compared with 11.4 percent 
in 2006. | 


Management occupations continue to represent the | 


(20.2 percent). Also well represented among the self- @ 
employed were trades, transport and equipment 
operators (16.9 percent) and sales and services 


occupations (15.8 percent). 


Self-Employed 


Percentage Distribution Percentage Canal 


Source: Statistics Canada, Labour Force Survey. 
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JOB Creation 


au. latest results from the Survey of Employment, Payrolls and 


Hours indicate that approximately 285 728 jobs were created 


/ 


p 


experienced the highest job growth in medium-sized businesses 


over the period, followed by large firms. 


i 


a ; Across the country the highest rate of job creati : 
within the first quarter of 2007 compared with the same quarter ountry the highest rate of job creation, over the first 


of 2006, registering a total of 13 728 455 jobs in Canada quarter of 2007, occurred in the Northwest Territories 


(Table 3). This represents an annual growth rate of 2.1 percent, (6.4 percent), followed by Alberta (5.2 percent). Nova Scotia 


; . 2 was the only region to experience a decline in job creation 
_ which was 0.6 percentage points lower when compared with the Be P J 


Meme period in 2006 (-0.3 percent) over the period. 


Me fiest quarter of 2007 saw a shift in the distribution of Alberta experienced the most job growth within the small and 


: medium-sized business sectors, reporting 4.2 percent and 
growth from small firms! to larger firms. Compared with the abs: rere 


“first quarter of 2006, the contribution to job creation by large 8.9 percent, respectively, for the first quarter of 2007. At the 


Be i0s6 Gom47.8 prtecieeo 2.9 percent whercaathe other extreme, Nunavut recorded a decline of 4.8 percent in 
he a ; 4 : 

i small business employment. 
; 


_ contribution by small firms decreased from 37.1 percent to 


7 07.7 percent Overall among the three firm sizes, Canada " Small businesses have fewer than 100 employees, medium-sized businesses have 100-499 
. . > > 
} employees and large businesses have 500 or more employees. 


Table 3: Year-Over-Year Change! in Payroll Employment’ by Province and Territory, Ist Quarter 2007 


Change % Contribution to Total Change (Number of Employees) 

Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
| Q1 2006 Pee 351 389 Dey) 10.7 ey 9.6 yal 14.4 0.7 TL 47.8 
Q2 2006 2.8 379 019 6.2 12 11.4 9.9 38.7 10.3 2.8 13.0 48.2 

Q3 2006 2) 332 268 4.9 8.1 10.0 Sil 32.7 8.6 4.0 IG%5) 54.8 

Q4 2006 23 320 298 11.6 1.0 13.0 122: 37.8 Wee 5)! 12.6 49.6 

Q1 2007 DA 285 728 -1.7 ES) 11 129) 7.5 “TG 11.8 7.6 19.4 ey) 

Province and Territory Growth Rates (%) 


Newfoundland and 


Labrador 1.7 2 664 By Dg) 4.6 8.3 24 1.9 24.9 69 0.1 
Prince Edward Island 35 1 808 -6.6 25 -0.7 -9.3 -2.3 -9.1 20.0 aL 11.0 
Nova Scotia -0.3 -1 098 -1.0 3.2 5.8 -2.4 19 -5.8 20.4 ih 2) 
New Brunswick 11 2959 -4.0 2.6 45 5.8 23 -0.4 3.3 -0.9 0.5 
Quebec 0.9 27 900 -3.8 -0.2 12) 0.7 -0.3 1.2 =ily/ 0.4 2.3 
Ontario 1.8 92 116 0.4 2.0 its 1.4 14 2.5 5.4 33 1.6 
Manitoba Dal 10 779 -2.0 2.6 4.6 5.2 3.0 All -9.2 =3.5 3.2 
| Saskatchewan 2.1 8 568 2.3 -1.0 -1.8 -1.3 -0.7 -0.7 -9.2 37 YS 
Alberta 3 81 818 2.5 3.6 6.5 42 4.2 Ta 11.8 8.9 4.8 
British Columbia 3.2 56 477 1.4 1.0 3.3 3.6 BP 3.1 -2.0 1.6 5.1 
Yukon# 1.0 164 5,3 9.5 -10.4 =5.3 -1.6 AY = — — 
| Northwest Territories? 6.4 1352 -10.5 XD -0.4 Teil 0.8 -12.6 _ = == 
Nunavuc? 2.2 220 1.0 -0.8 -10.8 -1.9 4.8 10.2 = a = 
Canada Total Dit 285 728 -0.5 1.5 2.4 2.0 5; 2.3 3.9 2.8 2.5 


| Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2007. 
"Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


| ? Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


* Dara for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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or Subsidy 


Debt Financing 


Lease Financing 


Equity Financing 


Government Grant 


* Data not available due to low quality or confidentiality concerns. 


FINANCING 


Small and Medium-Sized Enterprises 
in British Columbia 


Se Canada’s 2004 Survey on Financing of 
Small and Medium Enterprises has been used to 
develop profiles of the financing needs and activities 
of small and medium-sized firms in each of the five 
regions of Canada — British Columbia, the Prairie 
provinces, Ontario, Quebec and the Atlantic 
provinces. Below is a summary of the profile for 
British Columbia; the profiles of the remaining four 
regions will be published on the SME Financing Data 


Initiative website at a later date. 


Approximately 200 000 SMEs operate in British 
Columbia, representing 15 percent of all SMEs in 
Canada, which is slightly higher than the province's 


share of the Canadian population (13 percent). 


SMEs in British Columbia are mostly small businesses,! 


with 97 percent employing fewer than 20 people. Of 
this amount, 49 percent are self-employed anda 
further 35 percent have 1-4 employees. This mirrors 
the distribution of SMEs in Canada, where 51 percent 
are self-employed and 33 percent have 1-4 employees. 
SMEs in British Columbia operate in all major 


industry sectors, with 79 percent in the services sector 


Table 4: Fi 


British Prairie 
Columbia Provinces 

Request Rate 20 I) 
Approval Rate 82 82 
Request Rate 4 5 
Approval Rate 88 99 
Request Rate 1.1 0.9 
Approval Rate* 78 = 
Request Rate 1.8 6 
Approval Rate dis To. 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


nancing Request and Approval Rates, 2004 


and 6 percent in knowledge-based industries (science | 
and technology industries). This distribution is ) 


common to Canada as a whole. 


One quarter of all SMEs in British Columbia applied 
for some form of external financing in 2004 

(see Table 4). They typically sought debt financing 
(20 percent) for working capital, acquisition of fixed 
assets or debt consolidation. Only 1.1 percent of firms — 
requested equity financing. The rate of request for 
debt financing (20 percent) was above the national 
average but lagged that of the Prairie provinces, 
whereas the rate of request for equity financing 
(1.1 percent) was just below the national average, as : 
well as that in the Atlantic provinces, Quebec and | 
Ontario. Risk capital is a growing source of capital 
among high-growth and technology-focused SMEs in + 
British Columbia, spurred perhaps by provincial tax 
credit programs that encourage investments at the 


early stage of growth of firms. 


The British Columbia profile can be found on the 
SME Financing Data Initiative website at 


www.sme-fdi.gc.ca. 


1 SMEs are defined as having fewer than 500 employees and less than 


$50 million in annual revenues. 


Atlantic 
Provinces 


15 18 20 Ny) 
WH 88 82 81 

2 By 3 3 
98 oF, 94 96 
3) 1.4 17, 12, 
= a 80 ee. 
15 al jy) b 
Te 68 80 70 
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) 
BUSINESS Establishments 


Provincially, Alberta experienced the highest year-over-year 


aa.. number of business establishments! recorded in Statistics 
Canada’s Business Register at the end of 2006 was 2 311 337 
(Table 5), an increase of 1.1 percent from December 2005. The 


number of firms in the indeterminate” category grew by 11 476, 


increase at 3.9 percent, followed by British Columbia with 
3.1 percent. A decline of 3.9 percent was seen in Prince Edward 
Island, the highest decrease across all provinces, followed by a 


decline of 3.1 percent in the Northwest Territories. 


representing a l-percent increase compared with the previous year. 2 ae: : : : 
! } The distribution of business establishments by province was fairly 
At the same time, the number of employer businesses grew by 


14771 over the 1 052 358 registered in December 2005, an 


increase of 1.4 percent. 


stable compared with 2005. The majority of businesses 

(37.4 percent) are located in Ontario, followed by Quebec with 
20.5 percent of all businesses. The Western provinces together 

For employer businesses, the share of business establishments represent 36.1 percent of businesses and the Atlantic provinces 
across firm size has remained constant compared with 2005. Small 5.6 percent. 


businesses represented 97.6 percent of business establishments. 
¥, 


However, within small businesses, the share of micro-businesses ' For an individual business establishment to be included in Statistics Canada’s Business Register, 
(f h | i Hees hak f the company to which it belongs must meet one of the following criteria: have at least one paid 
( ewer than 5 emp oyees) increased, whereas the share 0 employee (with payroll deductions remitted to the Canada Revenue Agency), have annual sales 


Bei nesses with 5-99 employees decreased. Medium-sized revenues of $30 000, or be incorporated and have filed a federal corporate income tax return at 


least once in the previous three years. Some business establishments can belong to the same 


enterprises represented 2.1 Percent of employer establishments and company, and each company owns at least one business establishment. 


large firms represented 0.3 percent of employer businesses * The indeterminate category consists of incorporated or unincorporated businesses that do not 
s h ll i ; cf iness 
in nada: ave a Canada Revenue Agency payroll deductions account. The workforce of these businesses 


may consist of contract workers, family members and/or owners. 


§ Table 5: Business Establishments by Size of Employment and Province or Territory, December 2006 


Employer Businesses 


Number of Employees 
Year-Over-Year 
Change (%) 
Province or Territory Grand Total Indeterminate! Total (2005-2006) 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 
Newfoundland and Labrador 25 059 8 493 16 566 -1.5 9 969 3 007 1 696 1 206 364 167 99 58 
Prince Edward Island 10 324 4 230 6 094 -3.9 3 478 1 080 738 523 162 63 40 10 
Nova Scotia 54 577 24 355 30 222 0.1 17 022 5 428 3 581 Ps po)3) 873 444 191 84 
New Brunswick 42 474 16 563 PSN 0.0 15 449 4 367 2918 2 006 675 303 136 57 
Quebec 473 416 236 397 237 019 -0.8 154 427 35 261 22 164 15 301 5 394 75 Sif 1 285 616 
Ontario 863 622 507 129 356 493 1.8 194 734 59 609 44591 34 095 12 600 6 308 Si. 1 304 
Manitoba T3795 3) FAP? 35 663 12 18 441 6 499 4923 3 606 1 243 540 290 121 
Saskatchewan 93 905 55 283 38 622 -0.6 21 884 6991 4770 3 303 O72) 405 209 88 
Alberta 315 674 166 873 148 801 3.9 83 847 25 089 18 050 13 148 4 684 2 360 1 209 414 
British Columbia 350 444 182 599 167 845 Bel 97 612 28 783 19 702 13 670 4 630 2 078 980 390 
Yukon Territory 2 863 1 285 1578 13) 825 282 223 176 44 14 1B 3 
Northwest Territories Des 1 040 1 683 -3.1 668 328 331 228 LE 37 11 3 
Nunavut 881 249 632 0.2 199 130 141 113 30 13 D 1 
Canada Total Zou 337 1 244 208 1 067 129 1.4 618555 176854 123828 89974 31748 15 303 7718 3 149 
Share of Employer Businesses 100.0% 58.0% 16.6% 11.6% 8.4% 3.0% 1.4% 0.7% 0.3% 
a a a a a a an cre rete eR eee 


Source: Statistics Canada, Business Register, December 2006. 


"The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses 
may consist of contract workers, family members and/or owners. 
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UPCOMING Events 


4) 
Canadian Council for Small Business and Small Business Week \ 
Entrepreneurship Annual Conference, S| } 
Kelowna, British Columbia, S mall Business Week, which is a nationwide celebration of 


entrepreneurship, pays tribute to the important contribution 
that small businesses make to the national economy. Under 


November 1-3, 2007 


— 


the theme “A World Without Boundaries, Open to New id 
B @ he 2007 annual conference of the Canadian Council for Markets” Small Business Week will be launched in Winnipeg, 
Small Business and Entrepreneurship (CCSBE) will be held at Manitoba, on October 14, 2007. For more information, visit . i 
the Grand Okanagan Lakefront Resort and Conference the Business Development Bank of Canada’s (BDC’s) Small E 
Centre, Kelowna, British Columbia. The conference theme Business Week website at www.bdc.ca/ en/about/events_ 
will be “Connecting Policy, Practice and Research.” For publications/small_business_week/ default.htm. | 


further information about the CCSBE and the November 


conference, please visit the Council's website at www.ccsbe.org. Venture Capital Ce aference | 


he fourth annual North American Venture Capital 


Summit will be held at the Chateau Frontenac in Québec 
City, October 29-30, 2007. The goal of this by-invitation 


event is to foster business relationships of trust and respect | 


among leading venture capitalists globally in order to expand 


Small Business Quarterly ‘ 
Small Business Policy Branch 


cross-border co-investing for the benefit of its attendees and, 


. Tee in doing so, to further the growth of the technology and life 

_ The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
~ snapshot of the recent performance of Canada’s small business sector. — 
lished by the Small Business Policy Branch of 250 guests, including more than 100 investors from the 


United States, the United Kingdom, Germany, Switzerland, 


sciences industries in Canada. In 2006, the Summit welcomed | 


LS a ee France, Israel, Hong Kong, Singapore, Korea and mainland 
end your request to 


A ve ; China. For more information, visit the Summit’s website at 
-stions or comments about 


www.navcs.com. 


noted, the information in 
nd by any means, without 
vided that due diligence is a 
produced; that Industry ~ 
’ hat the reproduction is not 
_ represented as an official version of the inf ion reproduced, nor as having 
~ been made in affiliation with, or with th orsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.gc.ca 
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Business insolvencies, which include bankruptcies! 
and proposals,” totalled 1908 by the end of the 
second quarter of 2007, representing a 9.1-percent 
decrease from the first quarter of 2007, the 
fourteenth consecutive quarter-over-quarter 
decrease. 


The number of payroll employees increased in the 
first quarter of 2007 by 285 728 compared with 
the first quarter of 2006. Large businesses 
contributed 52.9 percent of the annual growth 

in employment, compared with a contribution of 
19.4 percent from medium-sized businesses and 
27.7 percent from small businesses.’ 


The mining and oil and gas extraction sector 
experienced a 9.9-percent increase in payroll 
employment, the largest among all sectors. 


The share of self-employed workers with a post- 
secondary and university education reached 
59.3 percent in 2006, an increase from 

53.2 percent in 2000. 


Bankruptcy refers to the liquidation of the debtor’s business assets and 


the end of the commercial entity’s operations. 


* Proposals involve the settling of debts between the debtor and its 


steditors while still allowing the business to continue operating. 


‘Small businesses are defined as having fewer than 100 employees, 
nedium-sized businesses having 100 to 499 employees and large 


pusinesses having 500 or more employees. 


PERFORMANCE 


Trends 


DER ct base entrepreneurs play a significant role in the development and 
support of local communities. A recent analysis uses the 2004 Survey on 
Financing of Small and Medium Enterprises from Statistics Canada to illustrate 
the distribution of rural-based entrepreneurs in Canada, and contrast issues 


facing rural and urban entrepreneurs. 


In 2004, rural-based small and medium-sized enterprises (SMEs) represented 
28 percent of the estimated 1.4 million SMEs in Canada, somewhat higher 
than rural Canada’s proportion of the overall population (20 percent in rural 
areas versus 80 percent in urban areas). This suggests that Canadians residing 
in rural areas were more likely to be entrepreneurs than those living in 

urban centres. This is corroborated by the fact that 6 percent of rural-based 
Canadians owned an SME compared with 4 percent of urban residents. 

The Prairie provinces had the highest share of rural-based SMEs (36 percent), 
followed by Quebec (24 percent), Ontario (21 percent), the Atlantic provinces 


(11 percent) and British Columbia (8 percent). 


The characteristics of SMEs in rural Canada reflect the industrial composition 
of rural regions. In 2004, nearly one third of rural-based SMEs operated in 
agricultural and primary industries, such as mining, fisheries and forestry. 
Consequently, the Prairie and Atlantic provinces, where these industries are 
mainly located, have the highest ratios of rural-based SMEs (51 percent and 
46 percent respectively). Generally, SMEs located in rural areas are more 


established than their urban counterparts: 77 percent of rural-based SMEs 


(continued on page 2) 
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started selling products and services prior to 1999 * have comparable long-term solvency ratios 


compared with 67 percent of urban-based SMEs. In (average debt and debt-to-equity ratios of rural- 
addition, rural-based SMEs have fewer employees based SMEs were 0.52 and 1.1, respectively, 
(86 percent of rural-based firms are micro-businesses, compared with 0.53 and 1.14, respectively, for 
employing fewer than five employees, compared with urban-based SMEs). 


83 per f urban-based fi d ore likely t 
asthe yrciaeea ie ge Rare Se Compared with their urban counterparts, rural-based 


be self-employed tions. 
ace ties i SMEs are more likely to request formal sources of 


Rural-based entrepreneurs, and particularly those in financing such as commercial credit, leasing and 
remote areas, are likely to face impediments such as government funding, and are more likely to be 
increased distance to markets and business services, approved. More importantly, and a major characteristic 
and higher transportation costs. A comparison of the of rural-based SMEs, is their likelihood to approach 
obstacles to business growth identified by both urban- credit unions/Caisses populaires for financing. 

and rural-based SMEs indicates that rural-based SMEs More than one third of rural-based SMEs do 

were more concerned than urban-based SMEs about the their day-to-day banking with credit unions and 
following obstacles to their business growth: insurance Caisses populaires compared with only 15 percent of 
rates, government regulations, low profitability, levels urban-based SMEs. 


of taxation and finding qualified labour. ; = 
Rural-based SMEs are more likely to deal with one 


Financial performance of rural-based SMEs is weaker financial institution for longer periods of time than 
than businesses based in urban centres. On average, urban-based SMEs. Forty-three percent of rural-based 
SMEs owned by rural-based entrepreneurs: SMEs have been dealing with the same financial 


“3 ' institution for more than 10 years compared with 
* have lower profitability ratios compared with urban- 


33 percent of urban-based SMEs. This may reflect 


based entrepreneurs (26 percent versus ! x Cay SOS 
the fact that fewer financial institutions are present 


29 percent respectively); 
in rural areas. 


¢ have weaker ability to meet their short-term 


financial obligations than urban-based entrepreneurs A comparison of key characteristics of rural-based and 
(average ratio between assets and liabilities for rural- urban-based entrepreneurs is presented in Table 1. 
based SMEs is 1.4 compared with 1.7 for urban- The full profile will be posted on the SME FDI website 
based SMEs); and at www.sme-fdi.gc.ca in the near future. 


Table 1: Profile of Entrepreneurs — 


Rural-Based Entrepreneurs 


and Urban-Based Entrepreneurs, 2004 


Urban-Based Entrepreneurs 


Comparison between Rural- 


Characteristics 


Gender 


16 percent owned by women, 55 percent owned by men and 
18 percent equal partnerships 


12 percent owned by women, 46 percent owned by men and 
27 percent equal partnerships 


20 percent are under 40 years of age 


Age 


14 percent are under 40 years of age 


66 percent speak English, 17 percent speak French and 


70 percent speak English, 24 percent speak French and 
17 percent speak a non-official language 


6 percent speak a non-official language 


Language 


10 percent visible minority, 1 percent Aboriginal and 
3 percent disabled 


1 percent visible minority, 2 percent Aboriginal and 


6 percent disabled Minority Status 


81 percent have more than 10 years Managerial Experience 65 percent have more than 10 years 


6 percent of businesses had revenue from exports Export Activity 9 percent of businesses had revenue from exports 


Avenue Used to Become 
Owner 


64 percent started from scratch and 22 percent acquired 
from family member 


80 percent started from scratch and 5 percent acquired from 
family member 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 
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BUSINESS /nsolvencies 


DB avines insolvencies, which include bankruptcies! and 
proposals,” totalled 1908 by the end of the second quarter 

of 2007, representing a 9.1-percent decrease from the first 
quarter of 2007. The decrease was driven by the 10.6-percent 
decrease in bankruptcies along with the 1.7-percent decrease 
in proposals during the same period. When compared with the 
same quarter in 2006, bankruptcies and proposals experienced 
a year-over-year decrease of 13.4 percent and 4.7 percent, 
respectively, resulting in a 12-percent decrease in business 


insolvencies. 


Overall, the total liabilities of insolvencies for all sectors showed 
a year-over-year decrease of 43 percent, and a decrease of 
73 percent between the first and second quarters of 2007. 
As shown in Figure 1, following the dramatic first-quarter jump 
in the average liability value, this value saw a drop from 

$1 894 758 to $556 510, which is more in line with the average 
in previous quarters. The unusual increase in liabilities recorded 
in the first quarter of 2007 was associated with high-valued 
| bankruptcies in the information and cultural industries sector. 
A year-over-year comparison from the second quarter of 2006 
shows a decrease in the average liability of insolvencies by 


35.6 percent from $863 576. 


During the second quarter of 2007, four industry sectors 
accounted for more than half the volume of insolvencies: 
construction (326), retail trade (247), manufacturing (202), 
and transportation and warehousing (197). When compared 
with the same period in 2006, the decrease in the volume of 
“professional, scientific and technical services” insolvencies (46) 


was the highest among all sectors. 


The agriculture, forestry, fishing and hunting sector experienced 
the highest year-over-year monetary increase in insolvencies 
when compared with the second quarter of 2006. Although the 
volume of total insolvencies for this sector decreased by 

30 percent during this period, the liability increased by 

129 percent. Within the same period, the finance and insurance 
sector experienced the highest year-over-year monetary decrease 


in insolvencies at 98 percent. 


For more information on business insolvencies, visit the website 
of the Office of the Superintendent of Bankruptcy Canada at 


www.osb-bsf.gc.ca. 


' Bankruptcy refers to the liquidation of the debtor's business assets and the end of the 


commercial entity's operations. 


* Proposals involve the settling of debts between the debtor and its creditors while still 


allowing the business to continue operating. 


Figure 1: Breakdown of Insolvencies* by Bankruptcies and Proposals, 
and Associated Average Liabilities 
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2006Q1 Q2 Q3 
HA} Proposals 


* Bankruptcies and proposals represent total business insolvencies. 


Average Liabilities ($ millions) 


2007Q1 Q2 


Average Liabilities 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb-bsf.gc.ca) 


JOB Creation 


A to the latest Survey of Employment, 


Payrolls and Hours from Statistics Canada, the number 
of payroll employees continued to increase in the first 
quarter of 2007 by 285 728 compared with the first 
quarter of 2006 (Table 2). However, this increase 
corresponds to an annual growth of 2.1 percent, 

the lowest over the past four quarters. Large firms 
represented roughly half of the employment growth 
(52.9 percent) over the last year in Canada. 
Employment growth over the same period was 

19.4 percent from medium-sized businesses and 

27.7 percent from small businesses.' Compared with 
the previous quarter, the contribution from small 


businesses decreased by 10.1 percentage points. 


In the first quarter of 2007, year-over-year employment 
growth was highest in the mining and oil and gas 
extraction sector at 9.9 percent. Construction 

(4.9 percent), accommodation and food services 

(3.9 percent), retail trade (3.8 percent) and 


professional, scientific and technical services 


(3.8 percent) were the next sectors that grew the most. 
The sector with the largest increase in the number of 
new jobs among small businesses was the construction 
sector (22 297 jobs), followed by the health care and 


social assistance sector (15 483 jobs). 


Between the first quarter of 2007 and the first quarter 
of 2006, job declines were reported in forestry 

(-9.6 percent), manufacturing (-2.4 percent), 

and management of companies and enterprises 

(-0.7 percent). The manufacturing sector experienced 
the greatest number of jobs lost at 44 182, of which 
16 405 were lost among small businesses and 30 061 


were lost among large businesses. 


a 
| Small businesses are defined as having fewer than 100 employees, medium- 


sized businesses having 100 to 499 employees and large businesses having 500 


or more employees. 


(continued on page 5 
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Table 2: Year-Over-Year Net Change! in Payroll Employment’ by Industry, First Quarter 2007 


Change % Contribution to Total Net Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
QI 2006 Da 351 389 Se? 10.7 hey 9.6 Ciel 14.4 0.7 HIB} 47.8 
Q2 2006 2.8 379 019 6.2 112 11.4 Se) D8:7 10.3 2.8 13.0 48.2 
Q3 2006 OS 332 268 4.9 8.1 10.0 Shi Boe 8.6 4.0 IZ 54.8 
Q4 2006 AB 320 298 11.6 1.0 13.0 12.2 37.8 7.2 5.3 12.6 49.6 
QI 2007 2.1 285 728 -1.7 DE) 1G) 75 PUT 11.8 7.6 19.4 52.9 
Industry Growth (Jobs), First Quarter 2007 
Forestry -9.6 -5 264 -497 -1 097 -1 499 -260 -3 353 -821 -1 580 -2 401 49] 
Mining and oil and gas extraction J) 17 029 823 1 318 1 542 908 4591 1 447 2509 3 956 8 484 
Utilities 0.3 372, 105 305 27 -54 383 -232 1 080 848 -860 
Construction 4.9 31 614 6791 5 106 6 250 4 150 ABA 3 030 1 848 4 878 4 439 
Manufacturing -2.4 -44 182 -3 333 -241 -5 745 -7 086 -16 405 -5 277 7 562 2 285 -30 061 
Wholesale trade 2.5 17 817 -338 th Gg WSs 1 092 4 321 -487 6 830 6 343 7 USB 
Retail trade 3.8 62 787 -3 380 753 3 744 2013 31350 157325 636 15 961 43 696 
Transportation and warehousing 2.7 16 549 -309 356 -555 458 -50 174 -353 -179 16 778 
Information and cultural industries il 4 257 -200 372 -322 E92 La. 712 1 852 2 564 -80 
Finance and insurance 3o7) 21 982 -66 399 -44 152 441 -1 749 639 -1 110 22 649 
Real estate and rental and leasing 0.9 2 267 -248 1 756 1 188 1 266 3 962 1561 760 2 321 -4 017 
Professional, scientific and technical services 3.8 26 207 -688 6 402 3536 3 038 12 288 4780 1 056 5 836 8 082 
Management of companies and enterprises -0.7 -637 687 655 966 536 2 844 689 -329 360 -3 840 
Administrative and support, waste 
management and remediation services D5 16 478 864 3 005 2 283 754 6 906 2 348 4 653 7 001 2571 
Educational services 1) 21 650 389 925 1 248 -4] 2 521 809 -2 609 -1 800 20 929 
Health care and social assistance 23, 32 706 1 041 DoT 5 643 3 424 15 483 -2 893 -2 442 -5 335 22 559 
Arts, entertainment and recreation 1.9 4 041 3 108 -13 616 714 680 -1 429 -749 4 076 
Accommodation and food services 319) 36 572 -6 373 -531 12 198 8 889 14 183 7 855 1 861 9716 12 674 
Other services (excluding public 
administration) 24 10 595 -15 1379 1 483 -120 2727 1 287 277 1 564 6 303 
Public administration 1.6 12 888 -139 273 387 -152 369 4 399 -1 110 3 289 9 232 
Canada total Zl 285 728 -4 883 28389 34112 21506 79124 33634 21712 55346 =151 257 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2007. 
' Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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Education Level 


0-8 years 
Some high school 
High school graduate 


Some post-secondary 


Post-secondary certificate/diploma 


University degree 


All levels 


1G... results from the Labour Force Survey, 
Table 3 provides a breakdown of the educational 
attainment of employed individuals and various 
categories of self-employed workers from 2000 
and 2006. The labour force is more educated than 
ever, with over 50 percent of employed and self 
employed workers having at least a post-secondary 


education. 


Table 3 also shows that during the six-year period the 
composition of the labour force has been changing. 
The number of workers with less than a high school 
education has been decreasing, while the number 

of workers with a post-secondary education has been 
increasing. This has resulted in a larger share of 
employed and self-employed workers with a post- 
secondary education. Between 2000 and 2006, the 
share of employed with a post-secondary certificate/ 
diploma rose from 32.8 percent to 34.8 percent. 

For the self-employed with a post-secondary 


certificate/diploma, the share rose from 31.0 percent 


to 33.3 percent. Similarly, the share of employed and 


Employed Self-Employed 

Share (%) Percent Share (%) Percent 
2000 2006 PE" — 2900 2006 Chance 
3.2 BS -13.2 6.2 4.3 -27.0 
NBi1! 10.9 -6.8 1333 KOS -18.1 
2A 20.8 99 19.6 19.6 oil 
10.2 8.5 -5.5 7.8 6.5 -12.0 
32.8 34.8 197, 31.0 Bono ligyit 
USES} 22.6 32.1 PMS 26.0 Dra S) 
100.0 100.0 229) 100.0 100.0 See 


Source: Labour Force Survey, Statistics Canada. 


; Phy sias 3 4 , 
Unpaid family workers are not shown in this table due to their small number. 


2 Percent change in employed workers from 2000 to 2006. 


> Percent change in selfemployed workers from 2000 to 2006. 


Table 3: Share of Self-Employed Workers! and Employed 
by Category of Worker and Education Level, Canada, 2000 and 2006 


Incorporated - Proportions 


SELF-Employment 


self-employed workers with a university degree rose 


to 22.6 percent and 26.0 percent respectively. 


There are no significant differences between employees 
and the self-employed in terms of educational 
attainment, suggesting that education is not a factor 
explaining why people become employed or self- 


employed. 


The same phenomenon of increasing educational 
attainment between 2000 and 2006 is present across 
all categories of self-employed workers. The category 
with the highest share of individuals with a post- 
secondary certificate, at 35:5 percents 1s incorporated 
self-employed workers without paid help. In 2006, 
the highest share of self-employed workers with a 
university degree, at 29.8 percent, was found among 
those who were unincorporated with paid help. 

The largest gain in the share of workers with a 
university degree, out of the four categories, occurred | 
in the unincorporated without paid help category. 


The change was from 18.3 percent to 24.5 percent. 


Unincorporated - Proportion: 
ee 


With Paid Without Paid Without Pa 
Help Help With Paid Help Help 
Share (%) Share (%) Share (%) Share (% 
2000 2006 2000 2006 2000 2006 2000 20 | 
4.5 3.6 4.4 5:1 6.7 4.6 6.8 4| 
10.2 8.4 10.1 8.8 Lh 10.2 W522 
19.8 2A 18.7 18.9 18.8 19.5 19.8 16 
US. 6.8 Tok 6.0 6.1 Dei 8.1 | 
31.4 32.9 32. 35.5 27.6 30.2 ay ley s 3 
26.2 27.1 26.5 2h 29.0 29.8 18.3 2 
100.0 100.0 100.0 100.0 100.0 100.0 100.0 10') 
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FINANCING 


Small and Medium-Sized Enterprises of external financing in 2004. Of the three types of financing 
in Quebec shown in Table 4, there was a higher request rate for debt 


financing from SME’s in Quebec and other provinces. 


\- Canada's 2004 Survey on Financing of Small and 
Medium Enterprises has been used to develop profiles of the 


Significant departures from the national average are observed 


in Quebec. Almost half of all requests for financing were made 
financing needs and activities of small and medium-sized firms 
to chartered banks (49 percent) versus the national rate of 

in each of the five regions of Canada — British Columbia, the 63 percent. This disparity can be explained by the belies 
Prairie provinces, Ontario, Quebec and the Atlantic provinces. fF b a Hes lai 
reliance in Quebec on credit unions and Caisses populaires 

Following the profile of British Columbia in the previous issue (39 percent versus 23 percent of all SMEs in Canada use the 
se 

of the Small Business Quarterly, below is a summary of the Se eee aa ree 
ec J 2 financial institutions). As well, reflecting the province's success 

profile for Quebec. 


at raising venture capital, Quebec alone among the regions 


Just over 300 000 SMEs! operated in Quebec in 2004. exhibits a share of national venture capital investments 
Their size, distribution across industry sectors and financing (39 percent) that far exceeds its share of knowledge-based 
activities are similar to those observed for all SMEs in Canada. industries (17 percent). 


| They are mostly very small businesses — 97 percent employ The profiles for the regions in this series can be found on the 


Ts . . 

fewer than 20 people. Within this group, 47 percent are SME Financing Data Initiative website at www.sme-fdi.ge.ca. 
| self-employed and a further 36 percent have 1-4 employees. 
| SMEs in the province operate in all major industry sectors, 


with 80 percent in the services sector and 5 percent in 


knowledge-based industries. The survey also reveals that a ho a nn a ee 
8 y ' SMEs are defined as having fewer than 500 employees and less than $50 million in 
22 percent of all SMEs in Quebec applied for some form annual revenues. 


Table 4: Financing Request and Approval Rates, 2004 
eee ern a eee tees a ge yam SS es 


British Prairie Atlantic 

| Columbia Provinces Ontario Quebec Provinces Canada 
; Type of Financing % 
i Debt Financing Request Rate 20 23 15 18 20 19 
| Approval Rate 82 82 77 88 82 81 
/ Lease Financing Request Rate 4 5) 2 3.2 3 3 
, Approval Rate 88 99 98 97 94 96 
| Equity Financing Request Rate ital 0.9 ik 1.4 ey, iL? 
Approval Rate* 78 = — — 80 = 
) Government Grant Request Rate 1.8 6 1 oul 3.9 3 

Brpubsidy Approval Rate ae 72 72 68 80 70 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004. 


* Data not available due to low quality or confidentiality concerns. 
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Small Business Week (Oct. 14-20, 2007) 


Sc Business Week celebrated the contributions of small 


businesses and entrepreneurs to the Canadian economy. 


This year’s theme, “A world without boundaries, open to new 


markets,” was used to highlight the growing opportunities for 


small businesses in the international market. Highlights of 


the week included the Business Development Bank of Canada 


(BDC) Youth Entrepreneur Awards, which recognize 
young entrepreneurs who have distinguished themselves 


for their business sense and innovative spirit. 


The Canadian Federation of Independent Business (CFIB) 
separately presented an award to the Honourable Diane 
Ablonczy, Secretary of State (Small Business and Tourism), 
to acknowledge the Government of Canada’s leadership 


in reducing paper burden. 


Small Business Quarterly 
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RECENT Developments 


World Bank Report: Doing Business 2008 


il, September of 2007, the World Bank released its annual 
assessment of regulations that impact business activity 
entitled Doing Business 2008. Canada ranked seventh out of 
178 countries in terms of the overall ease of doing business, 
and continues to be ranked among the top ten countries 

in the following four areas: second place for starting 

a business, fourth for closing a business, fifth for protecting 
investors and seventh for getting credit. Canada achieved 

a higher ranking or a tie with the United States in five 
categories: starting a business, protecting investors, closing a 


business, getting credit and paying taxes. 


For more information on the World Bank report, visit 


www.doingbusiness.org. 


Global Value Chain Conference 
(Sept. 25-26, 2007) 


conference on global value chains (GVCs) was held 


in Ottawa. The objectives were to further understand the 
implications of GVCs on industries and the economy, and to 
clarify the role of governments in facilitating competitiveness 


in a globally linked value chain world. 


About 275 people attended this conference, including 
representatives from the federal and provincial governments, 
academia, think tanks and the private sector, as well as 
delegates from the Organisation for Economic Co-operation 


and Development. 


The conference provided a deeper understanding and 
appreciation for the importance and impacts of GVCs on 
industries and the economy. Encouraging firms, especially 
SMEs, to participate in GVCs is a particular challenge and 
policy recommendations were identified at the conference 

to help in this regard: raising SME awareness, improving 
supplier financing, protecting SME intellectual property 
rights, encouraging clusters and networks, simplifying 
compliance procedures to meet product and process standards, 


and promoting skills development. 


More information on the Global Value Chain Conference can 


be found at www.strategis.ic.gc.ca. 
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PERFORMANCE 


Trends 


Job creation in Canada rose by nearly 330 500 jobs 
(2.4 percent) in the third quarter of 2007 compared 
with the same period in 2006. Small businesses! 
contributed 34.5 percent of the job growth, an 


increase of 6.1 percentage points from the previous 
quarter. 


The number of self-employed workers increased by 
0.7 percent between 2000 and 2006. The rate of 
young self-employed workers (aged 15 to 24 years) 
decreased by 2.9 percent per year, while older 
self-employed workers (aged 55 years and over) 
increased by 4.7 percent per year. 


The number of business establishments in Canada 
grew by 79 912 businesses to 2.4 million over 

the year ending in June 2007. Small businesses 
accounted for 97.4 percent of employer 
establishments; micro-businesses (those with fewer 
than five employees) made up 58.4 percent. 


Total business loans outstanding” from chartered 
oanks continued to rise in the fourth quarter 

o£ 2007, reaching $125.6 billion. This represents 
um increase of 14.6 percent from the same 

juarter of 2006. Small loans, those less than 

30.5 million, represented 15.6 percent 

of total business loans, while medium-sized loans, 
hose between $0.5 and $5 million, comprised 
50.0 percent. 


businesses are defined as having fewer than 
employees, medium-sized businesses haying 

0 to 499 employees and large businesses having 

Wor more employees. 


Binding non-residential mortgages, agricultural 
P and customers’ liability under acceptances. 


wWW.le.gc.ca/oMEquarterly 


SME PERSPECTIVE: 


Training in Small Businesses 


Te impact of globalization and technological change over the past decade 


and a half has made it imperative for companies to constantly improve the 
skills of their workforces in order to augment productivity and maintain 

the firms’ competitive edge. Many studies have examined the importance 

of employee training for business, but very few have done so by firm size. 
The Small Business Policy Branch of Industry Canada has completed a study 
of training by different sizes of firm that examines the general notion that 
“small businesses train less than larger firms.” The findings suggest that this is 


too broad a conclusion for a sector as diverse as the small business population. 


Using data from the Workplace and Employee Survey of Statistics Canada, 

the report draws an important distinction between the decision to undertake 
training (the incidence of training) and the amount Spent on training (the 
intensity of the training). The incidence of training is less in small businesses 
than in medium-sized or large businesses — 49 percent of small 
establishments train compared with 86 percent and 96 percent of medium- 


sized and large establishments respectively (Table 1). 


However, one of the key results of the study is that once small businesses 
commit to investing in employee training, they do so with the same intensity 
as larger firms, both in terms of the proportion of workers trained and the 
proportion of operating revenue spent on training. Consequently, the basis of 
the belief that small businesses train less is that some small businesses decide 
that training is not an appropriate activity; hence, the overall incidence of 


training is lower for small businesses. 


(continued on page 2) 
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When the decision to undertake training is examined 
more closely, the study finds that business strategy and 
human resource practices account for much of the gap 
in the incidence of training between small firms and 
larger firms. In particular, firms that pursue an 
innovation and growth strategy are more likely to 
decide to undertake training, regardless of firm size; 
consequently, the incidence of training is much more 
comparable between the different firm-size categories. 
Similarly, irrespective of firm size, firms that provide 
performance incentives or use technology intensively 
also exhibit a higher incidence of training than firms 
that do not follow these human resource practices or 
have these technology characteristics. On the other 
hand, small firms that pursue a strategy of cost 


reduction have a very low incidence of training. 


It is well known that a large proportion of small firms 
are lifestyle firms with less interest in erowth and, 
therefore, less interest in training. Consequently, the 
lower incidence of training in small firms arises from 


the fact that, compared with the large firm population, 


Incidence of Structured Training 


(All Firms) 


Size of Proportion of Establishments 
stablishment Supporting Training 


Small establishments 49.2 
10-19 employees 39.0 
20-49 employees 53.8 
50-99 employees Poe 
Medium-sized establishments 86.3 
100-299 employees 85.2 
300-499 employees 93.1 


Large establishments 
500 employees or more 96.1 
| establishments Se) 


Statistics Canada, Workplace and Employee Survey, 2001. 


Table 1: Incidence and Intensity of Structured Training by Firm Size 


_.... Estblishment_______ Supporting Iuinings 1 eee 


“All establishments SRST eee 


(continued from page 1) 


there are proportionately fewer firms with an interest in 
growth and innovation. The greater diversity of firms 
(in terms of motivation and business strategy) in the 
small business population, therefore, is the primary 
reason for the observed lower incidence of training. 
Small firms do not train less because they are small, but 
rather because they have different motivations and 
business strategies. When one analyses firms with 
similar business strategies and practices, firm size is not 
an important factor in the incidence and intensity 


of training. 


These results have implications for the way small firms 
could be targeted by government policy to encourage 
training since training intensity is not related to size 
of firm and the decision to undertake training is a 


function of business strategy. 


The report Employee Training Decisions, Business 
Strategies and Human Resource Management Practices: A 
Study by Size of Business is available at 

http:/ /www.ic.gc.ca/epic/ site/sbrp-rppe.nsf/en/ h_ 
rd02058e.html. 


Intensity of Training (Training Firms Only) 


Proportion of Employees Spending on Structured Training 
Having Taken Training Relative to Operating Revenue 

39.3 0.20 

44.2 0.24 | 

i 

38.1 0.20 i 
38.2 0.19 | 
41.7 0.26 
39.5 0.23 i 
47.3 0.34 i 
41.4 0.22 | 


40.6 0.22 
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JOB Creation 


In contrast, Alberta and British Columbia recorded employment 


Az to Statistics Canada’s Survey of Employment, Payrolls 


growth rates of 3.9 percent and 3.3 percent, respectively, while 
and Hours, there were 330 421 new jobs in the third quarter of 


employment growth in Newfoundland and Labrador and Prince 
2007, an increase of 2.4 percent when compared with the same 


period in 2006 (Table 2). By the end of the third quarter of 2007, 


eee nniber of Gobsin Canada was14 198 314. Babi men In terms of small business employment growth in the third quarter 
of 2007, the rate for Ontario (2.4 percent) was higher than the 


Edward Island grew by 4.7 percent and 4.4 percent respectively. 


growth for small businesses increased by 2.0 percent compared 


with 2.7 percent for both medium-sized and large businesses. The provincial employment growth rate, while the rates for small 

contribution to job growth by small businesses was 34.5 percent, businesses in Alberta (2.5 percent) and British Columbia 

an increase of 6.1 percentage points from the previous quarter, (1.9 percent) were lower than their respective provincial 

while medium-sized businesses contributed 17.3 percent and large employment growth rates. Small business employment SOs 

BR esses 48.2 percent. was high in Newfoundland and Labrador (4.9 percenpwand Prince 
Edward Island (4.1 percent), but very low in Quitbee,(05 percent) 

Employment performance was different in Central Canada in the third quarter of 2007. bf % Sal 


compared with the West and the Atlantic provinces. Employment 


i/ ye é 


- growth was low in Ontario (1.9 percent) and Quebec (1.3 percent). 


Table 2: Year-Over-Year Change’ in Payroll Employment,’ by Province and Territory, 
3rd Quarter 2007 


Change % Contribution to Total Change (Number of Employees) 

Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 

| Q3 2006 Di 332 268 4.9 8.1 10.0 D7 SAY 8.6 4.0 12.5 54.8 

Q4 2006 Poi} 320 298 11.6 1.0 13.0 122 37.8 ake 5.3 12.6 49.6 

| Q1 2007 2. 285 728 ieee 99 11.9 UD. yf 11.8 7.6 19.4 52.9. 

2 2007 L-9 263 633 -1.2 8.1 12.4 91 28.4 13.0 7.4 20.4 51.2 

| Q3 2007 2.4 330 421 3.0 14.4 La 2, 6.0 34.5 11.2 6.1 WES} 48.2 

Province and Territory Growth Rates (%) 

| Newfoundland and Labrador 4.7 8 582 seal 5.0 4.0 12.2 4.9 -5.4 30.6 3.8 4.7 
Prince Edward Island 4.4 2 642 -0.9 3.0 10.2 1.4 4.1 Zhu -9.9 0.1 7.0 
Nova Scotia Pi UNS) 1.8 SH 6.8 -0.2 3.4 UB) -2.9 0.3 1.6 
New Brunswick 3.0 9 099 0.8 VQ) 4.4 13 BS 0.4 222. 5:2 3.0 
Quebec LS) 40 545 -1.2 -0.1 1.1 1.8 0.5 ep) 4.6 2.9 1.5 
Ontario ile) 102 364 DD, 3.0 2.0 De, 24 0.4 1.6 0.7 2.0 
Manitoba oh) 20 076 0.1 ate Dye) 4.7 4.0 3.6 4.8 oy) ope) 
Saskatchewan 3.4 33750 -0.6 3h) 4.1 ey a2} 9:9) 8.4 9.4 1.8 
Alberta 339) 64 490 2.6 4.0 2.9 -0.6 25) 6.5 2.8 3 4.9 
British Columbia ir} 58 565 0.6 INS) 2.6 1.0 JE) 5.1 U7 4.2 4.7 
Yukon? Dz 932 -0.8 4.6 -12.8 13.9 0.0 11.8 — — — 
Northwest Territories? 5.1 151 -7.1 -3.6 11.6 -0.4 qd -9.0 — — — 
Nunavuce® 2.9 305 -7.2 9.0 6.4 4.4 5.6 -8.3 — — — 
Canada Total 2.4 330 421 1.0 2.4 2.4 7 2.0 2.4 3.4 et Dag 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2007. 
" Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


? Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


> Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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BUSINESS Establishments 


increased by 1.5 percent compared with 1.4 percent 
A= to Statistics Canada’s Business Register, for medium-sized businesses (those with 100-499 
there were 2 405 455 business establishments! in employees) and 3.1 percent for large businesses (those 
Canada in June 2007 (Table 3), an increase of with 500 employees or more). 


3.4 percent from June 2006. Over this period, the 


: : ; ; ) In June 2007, small businesses accounted for 
number of businesses in the indeterminate category” 


grew by 5.1 percent to 63 564 ceublishments. At the 97.4 percent of employer establishments. Micro- 


; b businesses (those with fewer than five employees) 
same time, the number of employer businesses ; 


increased by 16 348 to 1 086 487 in June 2007, an 


overall increase of 1.5 percent. The number of small 


constituted 58.4 percent of the total number of 
employer businesses, up from 57.5 percent in June 


2006. Medium-sized establishments represented 


businesses (those with fewer than 100 employees) 


(continued on page 5) 


Distribution 
Number of Employees (%) 

Industry Grand Total Indeterminate’ Total 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 500+ 
Agriculture, forestry, fishing 

and hunting 199 480 143 771 55709 43292 6255 3516 ©1924 467 176 65 14 Se.) 1.0 0.4 
Mining and oil and gas extraction 18 138 8 024 OC ee by, 1190 1 9X\ ee OY) 460 225 178 64 0.9 17 2.0 
Utilities 2501 1031 1470 647 227 227 164 75 43 47 40 0.1 0.4 ey 
Construction 278 259 154 290 123969 82069 18209 11370 7802 2 668 1 183 506 162 LS) ji 5.0 
Manufacturing 97 994 38 101 59893 26052 8948 7889 8 138 4 266 2706 1476 418 5.2 17.8 12.9 
Wholesale trade 119 644 55 406 64238 32867 11535 9092 7057 2 269 963 377 78 5.9 Sl 24 
Retail trade 219 651 85 743 133908 62419 31050 20599 12254 4 385 2227 875 99 12.3 13.2 3.0 
Transportation and warehousing 131 612 82 005 49607 33492 5935 4226 3537 1 281 622 372 142 4.6 42 44 
Information and cultural industries 34 457 20 247 14210 7774 2 057 1602 1543 610 347 185 92 13 23 2.8 
Finance and insurance 115 733 76 184 39549 20651 6173 SMBS S225) 208 636 383 221 3.6 4.3 6.8 
Real estate and rental and leasing 203 707 159 327 44380 27974 6 804 4484 3203 081 496 256 82 4) 3.2 2 
Professional, scientific and 

technical services 337 292 210 556 126736 89327 16249 10237 7196 2 151 970 455 151 11.8 6.1 4.6 
Management of companies and | 

enterprises 76713 62 435 14278 8 195 2031 1 492 S27 567 323 226 117 13 2.3 3.6 | 
Administrative and support, | 

waste management and | 

remediation services 12 729 61 532 51197 29 843 8 382 5788 4223 1524 794 453 190 47 5.3 5.8 | 
Educational services 25 043 12 466 12 57 O oo) 2045 1532 1065 418 241 193 432 (Ail 1.8 13.3 | 
Health care and social assistance 03 111 15 707 87404 49648 16701 10550 5903 2058 1299 837 408 8.0 91 12.6 | 
Arts, entertainment and recreation 44 401 25 822 185790 LOWS 3235 2325 1802 660 327 150 65 1.7 2.0 2.0 | 
Accommodation and food services 06 096 32 621 73.475 29502 13718 13276 11361 4 134 1 057 332 5 6.8 oy) 29 | 
Other services (excluding public | 

administration) 70 986 73 621 97 365 66488 15913 8672 4485 an 453 190 53 al Dee 1.6. 
Public administration 7908 79 7 829 2 269 1355 1 150 1 226 652 483 367 327 0.6 3.6 10.1) 
Total all industries 2 405 455 1318968 1086487 634927 178012 124301 90458 32045 15571 7 923 3 250 100.0 100.0 100.0 | 
Share of employer businesses 100% 58.4% 16.4% 11.4% 8.3% 2.9% 1.4% 0.7% 0.3% | 


Source: Statistics Canada, Business Register, June 2007. 
The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such 
businesses may consist of contract workers, family members and/or owners. 
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2.1 percent of employer businesses, while large firms accounted for 


a bs 


Interactive Business Planner 


0.3 percent. 


More than one third of small establishments were active i ree ; oe : Se ; 
More than one third of small establishments were active in three Canada Business, a government information service for business and 


sectors: professional, scientific and technical services (11.8 percent); start-up entrepreneurs, offers the Interactive Business Planner (IBP) to 
assist business owners in preparing a business plan to explain the business 
concept, summarize the objectives of the business, identify the required 
human and financial resources, and outline why the business will succeed. 


construction (11.5 percent); and retail trade (12.3 percent). 
Medium-sized businesses were most heavily concentrated in 
a et BS iar te etailarade(13°0. were : 
manufacturing (17.8 percent), retail trade (13.2 percent) and health The IBP is the first business planning software product designed 
care and social assistance (9.1 percent). specifically to operate on the World Wide Web to assist entrepreneurs 
in preparing a 3-year business plan for their new or existing business. 


The IBP online tool will: 


For an individual business establishment to be included in Statistics Canada’s Business Register, the 
company to which it belongs must meet one of the following criteria: have at least one paid employee ie prompt users to research their options, recognize Opportunities and 
(with payroll deductions remitted to the Canada Revenue Agency), have annual sales revenues of risks, and think about their business concept; 
$30 000, or be incorporated and have filed a federal corporate income tax return at least once in the provide definitions and tips; 
previous three years. Some business establishments can belong to the same company and each company provide sample business plans tO assist in generating a benchmark 
owns at least one business establishment. as a point of comparison with the progress and performance of the 
business; and 


* The indeterminate category consists of incorporated or unincorporated businesses that do not Seapets BS 
assist in identifying cash needs. 


have a Canada Revenue Agency payroll deductions account. The workforce of such businesses may 


consist of contract workers, family members and/or owners. 


To locate the Interactive Business Planner, visit 
www.CanadaBusiness.ca/ibp. 


For further information on how to start or grow your business, contact 
: grow y 

your local member of the Canada Business Network by visiting 

www.Canadabusiness.ca. 


Three service channels... 


SELF-Employment 


RC eee : : CanadaBusiness.ca 
A ccording to Statistics Canada’s Labour Force Survey, the number 

of self-employed workers increased by an average of 0.7 percent 
during the period 2000 to 2006. 


Table 4 shows the distribution and annualized growth rate of eye 

_ self-employed workers by age group. The period 2000 to 2006 was 1 800 457-8466 (TTY) 
not very favourable for young self-employed individuals — the 
number of self-employed in the 15-24 age group fell by 2.9 percent 
per year, the highest drop among the different age groups. These 
young self-employed workers accounted for 3.7 percent of total self- Canada Business 
employment in 2006, down from 4.9 percent in 2000. In contrast, Network 

older self-employed workers (55 years and over) had an impressive 
average growth rate of 4.7 percent per year. There were moderate 
changes in both the 30 to 54 age group (a decline of 0.1 percent 

| per year) and the 25 to 29 age group (growth of 0.2 percent 


per year). 


However, the picture was different for different classes of self- 
employed, especially those who were incorporated compared with 


those who were unincorporated. In the young age group (15-24 


o 


years of age), between 2000 and 2006, incorporated self-employed 
(continued on page 6) 
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individuals without paid help had the highest average self-employed without paid help grew by 11.3 percent 


growth rate (13.3 percent); those with paid help grew annually and those in this age group with paid help 

by 5.5 percent per year. Among the unincorporated grew by 6.3 percent. In contrast, the unincorporated 
self-employed (15-24 years of age), there were self-employed 55 years and over group without paid 
significant annual declines over the same period — help grew by 3.2 percent per year and the unincorpo- 
those without paid help fell by 4.3 percent and those rated self-employed with paid help rose by only 

with paid help declined by 2.2 percent. 2.7 percent per year. 

A similar picture emerges when comparing the Stronger growth among the incorporated self-employed 
unincorporated and incorporated self-employed in across all age groups suggests that these are likely long- 
the 55 years and over group. In this age group, term self-employed individuals who are committed 
incorporated classes of self-employed had much to this method of earning a living rather than those 
higher growth rates between 2000 and 2006 than who have been “pushed” into self-employment by 

the unincorporated classes. The incorporated conditions in the paid-employment sector. 


Table 4: Distribution and Growth of Self-Employed Workers (percentage) by Age, Canada, 
2000 and 2006 


ee ee ee ee 


Self-Employed Incorporated Unincorporated Unpaid Family Worke 
With Paid Help Without Paid Help With Paid Help Without Paid Help 
Average Average Average Average Average Average 
Growth Proportion Growth Proportion Growth Proportion Growth Proportion Growth Proportion Growth Proporti 
Age 2000-2006 2000 2006 2000-2006 2000 2006 2000-2006 2000 2006 2000-2006 2000 2006 2000-2006 2000 2006 2000-2006 2000 2 
15 years and over 0.7 100.0 100.0 1.8 100.0 100.0 /, 100.0 100.0 -1.6 100.0 100.0 -0.1 100.0 100.0 -4.6 100.0 1 
15-24 years -2.9 4.9 a7) 5.5 0.9 tee 13.3 5) oF -2.2 1.8 1G -4.3 7.2 Syl eA 30.5 
25-29 years 0.2 5.8 5.6 -2.0 4.5 34 8.0 al 5.7 -5.0 4.9 3.6 0.3 6.9 rl ify) 4.6 
30-54 years -0.1 68.7 64.6 0.7 74.3 69.4 ow 72.7 65.6 -2.5 IB 685 -0.8 64.9 61.8 -6.4 45.9 


203 ee 9.0) ial) WOT, — PX) Beil LOM 262 ee PMO PX) -5.1 19.0 


55 years and over 4.7 20.6 26.0 6.3 


Source: Statistics Canada, Labour Force Survey, 2006, special tabulations. 


VENTURE Capital 


The Role of Business Incubators in that business incubators can have a powerful impact on the | 
survival prospects of start-up firms. 
| 
| 


Enhancing the Probability of Success for 


Start-ups Business incubators, also described as entities designed to 

BI support the entrepreneurial process and help increase survival 
usiness incubators specialize in providing space, services, rates for innovative start-up companies, are not a new concept.| 

adie and support designed to assist new and growing However, their form and function have been evolving with | 

businesses to become established and profitable. Studies confirm changes in the economy, technology and capital markets. 


(continued on page| 
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Modern business incubators offer clients a menu of specialized 


services and resources such as: 


* equipped office space; 
* laboratory space, specialized equipment, technical support and 
library services; 


* mentoring, 


networking and training; 

* business planning, management, marketing, accounting and 
financial advice; 

* facilitated linkages to sources of angel, venture capital and 
debt financing; 

¢ legal support; and 


* guidance with regulatory compliance. 


A 2005 Statistics Canada survey! confirmed that business incubators 
are effective in supporting successful start-ups. Of the 83 operating 
Canadian business incubators surveyed in 2005, the study found 
that only 5.4 percent of their client firms closed during that year, 
while 23 percent left after having achieved a certain level of 
development that allowed them to survive on their own. 
Furthermore, the study found that their client firms raised over 

| $50 million in venture capital financing, over $1 million in angel 
financing and over $2 million in government grants, which all 
provide an indication of the level of investor confidence in the 
quality of incubated firms. The U.S. National Business Incubation 
Association estimates the survival rate of incubated companies at 
about 80 percent, a remarkable level, after five years in business. 
It is clear that business incubators present opportunities for eligible 


businesses that should not be overlooked by entrepreneurs. 


' Many of Canada’s business incubators are members of the Canadian 
| Association of Business Incubation (CABI).2 A comprehensive list of 
business incubators in Canada is provided in the online version of 
this issue (February 2008, Vol. 9, no. 4) at 

www.ic.gc.ca/SMEquarterly. 


| The Venture Capital Monitor, another Industry Canada quarterly 


publication, will feature technology incubators in future issues and 


can be found at www.sme-fdi.ic.gc.ca/vcmonitor. 


| ‘ Www.statcan.ca publication number 88FOO0G6XIE. Statistics Canada will be launching a new 


| survey of Canadian business incubators in 2008. 


> www.cabi.ca/ 


| Small Business Quarterly — Vol. 9, No. 4, February 2008 


Helping Businesses Benefit from Federal 
Incorporation 


As part of its statutory responsibility for the administration of the Ganada 
Business Corporations Act (CBCA), Corporations Canada takes the lead in 
helping businesses file for federal incorporation. It provides leadin 
resources, tools and information designed to make it easy for entre 

across the country to file for federal incorporation, as well as to meet their 
legal obligations under the CBCA, once incorporated. 


Many of the businesses in Canada that incorporate federally under the CBCA 
intend to operate, at some point, in more than one province or territory. 
Federal incorporation, coupled with registration at the provincial and 
territorial levels, ensures that a business can carry on its activities under its 
corporate name anywhere in Canada. This feature of federal incorporation is 
one of the many benefits that make filing for incorporation under the CBCA 
a wise business decision. 


Most experts agree that incorporation offers the following advantages, as a 
form of business organization: 


* It creates a Separate Legal Identity — Once incorporated, your 
company’s separate legal status, rights and liabilities continue to exist 
until the company is dissolved. 

It offers Limited Liability — In case of business setbacks, corporate 
law limits the liability of individual shareholders. 

It provides access to Lower Corporate Tax Rates — A corpora- 
tion is taxed separately from its owners and generally pays lower taxes. 


In addition to these advantages, there are a number of other benefits 
that come your way when you file for incorporation at the federal level. 


Heightened Protection for Your Corporate Name 


An approved federal corporate name offers an extra degree of protection of 
rights to that name. Specifically, federal incorporation allows your business to 
operate using its corporate name right across Canada, which is important if 
you decide to expand your business to other provinces or territories. 


* Online Payment and Filing is easy and saves you money — 
File your application for incorporation online and pay only $200. 
Filing your annual return online is another bargain at only $20. 
Practical Information, Tools and Resources — Access guides, 
frequently asked questions (FAQs), information kits and forms are all 
available online at the Corporations Canada website. 
High-Quality Service — When you need help with your federal 
incorporation, Corporations Canada’s friendly, knowledgeable and 
supportive staff are as close as your telephone. 
Flexibility and Recognition — Federal incorporation not only 
allows your business to operate anywhere in Canada, it offers your 
company greatly improved global recognition. 


All in all, filing for federal incorporation has never been easier, or offered 
so many benefits. For more information about Corporations Canada or 
to tap into all of the resources available to your business, visit 
www.corporationscanada.ic.gc.ca or call toll-free (866) 333-5556. 


International Consortium on 


Entrepreneurship (ICE): Quality Assessment 


of Entrepreneurship Indicators 2007 


roduced annually by the International Consortium 
on Entrepreneurship (ICE), the Quality Assessment 

of Entrepreneurship Indicators 2007 compares 71 
entrepreneurship determinants across 30 Organisation 
for Economic Co-operation and Development (OECD) 
countries. The report uses data from the World Bank, 
OECD and other organizations to generate the rankings. 
To ensure validity, the report provides an assessment of 
the reliability and quality of the underlying data used in 


each indicator. 


The “Quality Manual” can be found at http://ice.foranet.dk/ 


publications.aspx 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 


snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


Tf you want to subscribe, please send your request to 
prg-sbpb@ic.gc.ca. If you haye questions or comments about 
the content, please send them to the’editor: 

Manique Weerasinghe 

E-mail: weerasinghe.ranmalmanique@ic.gc.ca 
Small Business Policy Branch 

Industry Canada 

235 Queen Street . 

Ottawa ON KIA 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 


Website: www.ic.gc.ca/sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
this publication may be reproduced, in part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.ge.ca 


Cat. No. C12-18/9-4 
ISSN 1205-9099 
60416 
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RECENT Developments 


Fraser Institute: Measuring Business 
Creation in Canada and the United States 


Rie in December 2007, this report examines and 


compares business creation in Canada and the United States 
using two measures: i) Business Creation — the number of 
new businesses created in one year that did not exist in the 
previous year and ii) Ner Business Creation — the number of 
new businesses, less the number of terminated businesses, 


divided by total businesses, over a particular period of time. 


The study shows that while most business creation occurs 
amongst smaller firms, the rate of business creation decreases 
as firm size increases. A similar pattern was found when 
breaking down net business creation by firm size. 
Furthermore, the report showed that business creation varied 


by industry sector. 


For a copy of the report, search for “Business Creation” at 


www. fraserinstitute.org. 


Organisation for Economic Co-operation 
and Development (OECD): A Framework 
for Addressing and Measuring 
Entrepreneurship 


ER. and entrepreneurs have been recognized 
as a source of employment, productivity and innovation. 

In November 2007, A Framework for Addressing and 
Measuring Entrepreneurship was released at the third meeting 
of the OECD Entrepreneurship Indicators Steering Group, 
in Paris. The framework defines the numerous facets of entre- 
preneurship and ways in which to monitor entrepreneurial 
activity to enable policy-makers to continue to develop and 


provide support towards encouraging entrepreneurship. 


A direct link to the framework is provided in the online 
version of this issue (February 2008, Vol. 9, no. 4) at 
www.ic.gc.ca/SMEquarterly. 


Small Business Quarterly — Vol. 9, No. 4, February 206 


S00E Latsaaf ‘bu 6 72 — astadaqua auad P] AMS JOTAISIUATAT Ulan 


*‘QUotUaTNos sTeysue ud) oIpeo JUSTINIOp ne JUueUSUT JO9ITP 
Uol] un SUTIFUIT AW dd]? F3s2u1y /e0"93 or mam ISSIIPE | 


v (F ot 6 “JOA “S007 JOTIA9J) OJOUINU 395 2p oust] Ud UOTSIOA eT 


‘wpnouerdanua | synwuns ev sordord sapre sop 

MAYO & 19 NOAIIUOD & JoNUNUOD op sinaplgp xne ameuLEd 
ap ue afetmouardanua 9uAnoe J JaT[IaAIns mod spano sop 
aueszid 19 yerMauardanua | ap sava0vy sas1oATp sa] UEP 
aupeo JJ “siteg & “FOO op dnosry Supreaig sroes1puy 
drysimouerdanug | ap uorunsr awatston e] ap sro] oqnd 
npual 919 v diysinauacdauug Suransvayy pup Suissasppy sof 
qeomaupe] Y YWIUNdOP 2] ‘/OOT Aqwieaou Uy ‘uovAouUT p 


19 guANonposd ap ‘toydura p ao1n0s dun USNINsUOD 


smouardanus so] 19 1wN2uasdanua | anb aes @ 


digsinauadadqug Sulsnsvayy pup duissasppy sof 
y4omauvsy y : sanbrurouoss yuawaddoyaaap 


ap 19 uole19do009 ap uonestuesig 


‘ 


$ wy y~INeJop /810"a NIN suTIASeIy “AAMM ISSOIPE | 


 ‘« uoNvar) ssoursng » zadei ioddei ay soino01d snoa inog 


‘PPLASNpU Inaqdas 3] 

UO]Ps Hea sastidanus p uonees ey aonb a1uoUr y0ddex 3] 
‘snyd aq ‘ayrei e] ap uorsuo0y ua sastidanua p a20u uONe=ID 
ey asAyeue uo nbsioy ameprurs suepuay aun aarasqo uC 
‘aquoursne astidanua J ap ayfrea ve] anb amnsow e anuruntp 
sastida.nua p WoTeZI9 ap xnvI 3] 39 sastidanua sainad sap 


qyuawayedioutid ayonoi sastidazua p uoneeio ey ‘apnia | uoTaS 


‘apuUOp eporad oun ns ‘sastidanus p [e101 aIquIOU 2] 

red gstarp ‘sayzod simay sursay aude sastidanue p s1qurou 3] 
suloul ‘soffeanou sastidanua p s1quiou 2] — sastadauqua p 
Iau UOLY24I (11 19 AUapZdaid apuuR | sed UsTeIsTXa U 

mb ue un ue 9ysseur ay ans saga saqJoanou sastidamua p 
aaquiou 9] — sastadauqua p uorgyass (1 : sImayeoTpUuT xnop op 


opre | e Se es XNB Jo epeue) ne sastidamus p uONeoaID e] 


aseduod 19 sururexa aroddes 99 ‘/QQZ dIquIsd9p ud a cl 


SI1VIG Paq1Uuy) a41 PUY VpVUY U1 UO1IVILD 
ssauisng Sutanspayy : Jaseryz inyIsu] 


SJUII94 SLNAIWANFAR 


8 


; nen 91409 

°% OF ¥& 2I949a4 sarded np ans gunsduy ® ©); 
“ 6606-S0ZI NSSI 
¥-6/81-Z1D “3% 2p oN 


¥9'93 uoHeTuNUIWIO2@snaneprosp1ys1sAdo> 
& Poo un audAred sony ‘sapeioiauTWOd suy sop v UoNeo1qnd 
v9) sueP anudIUOS UOHeUOJUT | aMpordas ap UOMesHOINe | A1UaIGo INOg 


"JUOUIDIUISUOD UOS 
DSAP NO eupeue) oLasnpuy JOAR uonerogejoo us Suey 29 queke aidoo oun SJUTWUOD 
1 aP!yyo UOISISA oun suwuw0OS Tu agjuaszid WOs ou uonsnpoidar ey onb 19 9DINOS 
DUISIULSIO DUIWIOD JUUONUDUT 310s epeued aiasnpuy nb ‘aimpordai uoneuUoyut | 
2POPMNIEXS | JOINSSeP WYP I9919X9 NOs a]qvuuostes 3DuUdSI]Ip oun. nb nainod 
‘epeued aisnpuy p uorssrun3d auine sues 19 ‘steIy sues I10s 39 anb us<ow anbjanb 
Jed 19 ated ua no 30} ua fsampordai ang nad uonesyqnd 31199 suep anusiuos 
UONLULOFU! J “UTeIUOS. UONSIpUl p sufoww y ‘woRonposdas ap uonesiiojny 
adayssays07 89°93 "ST MAAS GX OS 
SEOI-9F6-€19 : maidoss)97, 
ZOVI-LhG-E19 + SuoYyda|ay, 
SHO VIM (OHeIUC) PArNG 
usenet) and ‘Coz 
epeur’) oLisnpuy 
astidaiue aajed ey ap onbrrjod RB] Op d[es9U9S UONDa1Iq 
0°03 -s1Manbruvwyewues‘sysutsessn : pple; 
- aysursesaay\ onbrueyy 
_ } eotsnoepas e] & aed 
ATE} US ZOT[INIA “NUIIUOS 3] IULUIAIUOD SoITeIUSUIUIOD sap 
no suonsanb sap zaav snoa I¢ “¥9"98-21Dqdqs-Sd SS2IPP | ¥ 
opuerweap a70A stuaared sarrey ‘JOUUOQE SNOA ZoIEYNOS snoA TS 


“epeurd) ne astidanua aqiad ey ap maidas 


Np aquaoar zourwnoyiod e] op nSuade un suuop aut e aplovy uoMeay|qnd 
ned ‘epeued siasnpuyp astidanua aanad ey ap onbrrjod ey ap apergua3 
uonsan ey red g1qnd isa aszudauqua agtiad 1 ans jatagsouts unayng XT 


estidasqua a3130d vy ap anbiayijod B] ap aJvsguas uonsa11g 
astudasqua ajiqad v] Ans Jatsqsauts4 u1jajjng 


*QuetweyNes 
stepsue ud) xdse‘suonesrtqnd PIP yeueso;-901//:d1y4 


ISSIIPL | e pyoiye 1s3 JUSTUNIOp a7] 


‘Inaieoipur anbeyd suep 
sagst[iin sayuace[-snos saguuop sap guyenb ey] ap 39 auypiqey e] 


ap uonenyeag oun ajuasgid ysoddei 9] ‘upryea ey Jomsse mog 


“STUIUTISSE]D So] IQ? Pp uljfe suonestue3io sorne p 19 AdqdoO] 


op ‘ayerpuow anbureg ek] ap sasuuop soy asyan asoddes a7 
‘(AQOO) senbrurouoss 1usuaddoyaagp ap 19 uonesgdoos ap 
UOHwsTULSICO | 2p sarquiout sked QE suep yermnouaidanua | ap 
sjueulutiaisp [/ aredwios /ogg svoiwarpuy diysanauaddauugz 


fo tuauussassy yen?) yusuMNdsop 2q ‘(qDq]) drysmeuesdonug 
jo umprosuoD Jeuoneussiuy | red s9uue onbeys acl 


LOO S4osvsipuy diysanauasdaaqug fo 
quaussasspy AqzjvNC) : (AOI) Aryssnausidanuyq 


uo tuniyrosuo7) [PUOTIeUISIUT 


Z 


"9666 EEE 998 I ste sues ouoYydyya3 ap orpUINU zasoduio> no 
(vo"08-o1-epeurssuonEsodsosmmMA) G2/X\ 11S 2] Z93]NSUOD ‘gstidamue 
ano ap uorsodsip ey ¥ sastur s2oINOSSaI Sa] S210} IP qouyoid inod no 
epeursy suonesodio; sins snjd soars ue nog -gsnaSelUueAr 39 opIey Issne 
919 sreure( Bu [esgpay autTSaI ap 19190s Ua WOLINITISUOD PI ‘INI SUTUTOS 


Qpuour 9] suEp a]qGussTeUUOIAT JUSWIE|OLJ 
snjd dnooneag a19,p mneA IJ oT]? stews “epeurd Ne jnoyied 9yA1I0e 
uos 19919x9 p astidanue amoa B ioULIEd [e1PP2J awd91 ap 919190s ua 
YOTNINsUOD ef JUSWATNes UON| — UONDIYHUSPL,| 19 QH[LGIXE| OT 
-gjqruodsip 39 ajqeunre “aJoae jouuosiad un e sgo008 
roar anod sajadde p ayyns I! ‘[e19P 2 auri8ar ap 2191908 Ua UOTINIsUOD 
an0a inod apie p ulosaq ZaAv SNOA Ig — ayyonb ap as1Ases Uf} 
‘epeueD suolesodsoD op 
2M 23S a] Ans OUST] Ue spsodoid snoi 3UOs sarTe;NUIIO; $2] 
39 UONeULIOJUT P sessnon sq ‘suorsonb xne 710} P| ‘sopmn3 so] 
—sanbypaid sadinossau 42 S|HNO ‘sjuowauBblasuas Soq 
“juowatnes $ OZ 
‘Qu3ij ua januue ioddes np iodap 2] 19 ¢ 0OZ anb ainoo ou 
auai] ua 9191908 Ua UOFMINSUOD ap SpuBUEp ET “S2TWOUOD? SOP OTE 
3UOJ snoA 12 sapovj JUos auBY Use jodap aj 4a yuowiaind aye 


“soloisiai No ssoutAoid soune p & spUATde 

SOA aIpuaI?,P ZEploep SNOA Is jueysodur aso inb 29 ‘ayeIDos uOTeUTWTOUDp 

BS SNOS EPeURD 2] INO} suEpP aiuaseid a9 ,p astidaiu 21104 & yoursod 

Jerapay oumi8a1 ap 919190s ue UoLNaTsUOD UN uowararnonsed snjq ‘sosai0id 
xnaqu qos yeJapey sored ne aganoidde aye190s UOTUTWOUYP 2UN ¥ SHOIp SoT 


ppPunD) 2] 
JNO} SUDP a]DII0S UOHJDUIWIOUEP 34JOA OP UO!NSIINA;] 


: SJURAINS So] JUOp ‘sadejURAL p 2IquIOU 
ureiza9 un ‘aIINO Ud ‘1JJO [e1PPZ aUIS91 ap 919190s Ua UOTINIISUOD LT 


‘sioduil p suroul quawisjei9u93 ated 19 


soureaauidoid sas ap quaurgredgs agsodunr 182 9191908 auy) — SANALIByUL 
s9}91D0s sap uoIsoduul,p xNV¥ ep 191-274 Nez ll 
*souTeEUUOTINE SIUIIAIFIP 


sop aupiqesuodsor vy a1{UUt] S7I9IIOS SOP IOAP 2] qo;oueUYy 

SIQAOI Op seo UW — SOpUAl] ayiqnsuodsaa oun 21QjU09 [J 

‘uonmnjossip es enbsnf Joasrxo p JUSNUTUOS astidenua | 9p 

sanep se] 12 SHOIP soy ‘suUaT sey “IOUTSIP anbiprn{ anqeas 2] “939190s ue 
29nINsUOD s{oj FUP) — BJUNSIP ajosous QuuOssad oun 9919 [f° 


: stidaxua | ap UoTesTULSIO p 
autioy onb ju ue siueArns soSequrae $2] a1jJ0 (UoeIOdI0.ut agjadde issnv) 
Ig1ID0s Ud UONNINIsUOD e] anb arp nod juspuaiua s sijodxo sap uednyjd ey 


‘asnajorpni sarreyye Pp uoIsiogp oun 

YSOT 2] 2p naa ud 9191908 Ua UOTNIASUOD PL] OP UOJ mb sosequeae 
xNoIquUIOU sap UN IS2 [eI9PZy 2w1S21 NP yadse 192 ‘epeueD 2] Nod suep 
(19100s e] ap Wou 9] “Pp-R-"2) a]eIDOs UOFeUTWTOUPP BS SOS ALA}IB UOS J9219X9 
euinod astidanua j onb.aueres ‘[e1s0111101 No jerouraord auawiansidaru9 | 

B agioosse ‘fesopay OUNISaI ap 919190s US WOTIMINSUOD LT ‘goutaoid oun p 

snjd x 2ouaszad may snof un axpuar uaiq 39 Jaq JWopusiUe YSOT PI 2P NYA US 
[e19pay oumIS1 ap 9190s Ua sagnITAsUOD soUUa!peUuLr sastidaiua p 21qUiON 


"VSO BI Op soutioa 
xne sayesa] suonesi[qo sino] saqsedsar & sinouardanua sa] ounsua Jopre 12 


epeUeD 2] INO} suep UOFININISUOD aI1PE] JOINT! nod sgsodoid quos a1utod ap 
sUSWUIDUSIOSUAI SAP 19 S[]INO sap ‘se2oINOssat S9q] “[PIPPI aUNIBaI ap 919100s 

ud UOTAMIsUOD ap ospurWap INgq suep sastidaiUd sa] JopleP 389 mb 90 nod 
ausy] aigiwiaid ua 1s “(YSOT) séouI7 dnd s91a1g0s sa] ANS aUUaPVUDI 10T 

e] Jomsrurupe Pp Io] Ee zed ap 98reyp 3s9 inb ‘epeurD suoneiodioD 


jD49paj auiBa4 ap ay9120s Ua UOLINIIWSUOD 


D] ap woud saa Y Sasiida.jus so] Aeply 


9007 #attaal & ol 6 JA — astidasqua agijad D] ANS JareIsaudity UTIAT]N 


BITQRI*MAMM 


“SOOT uo sastidanua Pp sudipeued simoaleqnoul So] dns aionbua 


ayjeanou dun viaoue] Eprurd, anbnsnes YTxX9000A88 uoneoryqnd ap O1QWINU BIUBITEIS*AMA | 


‘sIMaLIgYN soIgUIMU sop sULP aIBojoUYyIAI 
ap smoareqnout sap eiowen <ommoyuoures'93"y1d-oud MMM 
assoupr | B Jaynsuos nad uo J aonb epeues o1asnpuy p 


a]felysouln uoneorqnd oJ ne ‘gnDst ap quidvo np ANIILUOINY IT 


"TI d PHA SouT [29°93 OTM AAA ISSIIPL | 

% (F ol “6 “JOA ‘BOOT JAHAQF) OJQUINU 29 9p JUBI] UD UOISI9A P| 
zayjnsuoo “epeued) ne sostidasjua p smoieqnoul sep ajajduroo ist] P| 
qyuaigo Mog *-([{VO) soweqnou] ssourisng JO uoneoossy uvIpeurs) 


Pe] 2p sorquiou JUOS sastidanue p SUSTPEUPD simojyeqnoul sop oIQuUION, 


‘Iast[sou sed JUsTeIAdp ou smauaidanus say onb uyjduran 

uN sayqissturpe sastido.gua xNv IUIAfJO sastidamua p simaieqnout 

say anb sep aso [J “puatoe p sopuue buro soide smaieqnou! $2] 

red sapgu8edurosor sastidasua sop o!AINs ap XNe} ] ‘a]qenbrewios 

xnei UN Mos ‘0/4 OY ap INamney & SuUTISa sTUP]-sIeY Sop WONPLOSSY 

uoneqnouy ssouisng [euoNeNy eT INaieqnour un yuede sastidaiue 

sap auyenb vy suep simassiasaauy sop s0uRIyUOD PT Op Yq ausIowad 

mb a9 ‘soperuswaUIAANOs suONUaAQns ap sIe|[OP ep SUOT|ILA ¢ P 
snjd io spanuapraord syuatuassmsoaut p sieyJop op UOLer | ap snjd 
‘onbsi1 ap yerdes op sieyjop ap suon[iut OS 2p snd ayppionoos & 
ISSNdI WUdTRAR Sa UAT| sastida.Us So] onb o13no ua dJaA9I 9pNi97] 
"sayNds STATAINS Op qrenouried may mb yeweddoyaagp op 2139p 

ure1s99 UN UTON WoOAe sgide JOAUS Ind] suid quateae 0% ¢7 anb srpury | 
“ej-oguue 21129 saizod simay UWIAJ WUSTeAe sjuepuodgi sap savas 
sastidanua sap % PG Wawaynas ‘epi | VOTES ‘sostudanua p 
sSeIIVUIgp Ne Iwo UITANOs uN JUsTeINsse sastadanua p 
srmayeqnoutl say anb gurmguoo & 9yJAnoe Ue sMoyeqnoul €8 2P 


soidne jepeue.) anbnsneis red SO00T ug ds9U9UI ajonbua oul) 


‘s}UITII|BAI XN PITWIIOFUOS L] IP ONA Ud s[]asUOI SOP e 

csonbrpuinf{ opre sun 
‘sfanuoplAoid simassisaaul sop 12 anbsti op yeudes sed 

19 JUNIdw ed JUDWIIDULUT] SP SIDINOS Sap DIAL SUI] SOP ¢ 
‘sIoIOULUTY S[Iasuod sop aonb tsure suyiqeaduros ey 19 SuNAyeU 9 

‘uorsas xy ‘astidanuea p uonroyruryd ey Ins s[lasuo sop 

“UONLUWIOJ Ip 19 9BvINvISPI IP ‘USUISIPCIUD P S2dIATOS SOP « 
conbaylorfqiq ap Sed!AJas sap 19 

anbruysei uatnos un ‘gstpepads jaripyew Np “Saroresroqe] sop 


‘sodmba xneaing & xnevo0o] Sop + 


> JUOUTUTeIOU ‘sastpeioads SIDTAIOS =o) 
J9 SOOINOSSOI op adoued oun ono} SJUIT]D SOS & o1ffo my pino{ne J 


sostidanua Pp Inoyeqnoul | *sTotToueUly soyoreu So] a) asojouyoe3 e 


(9 advd 1 ap atth 


800 42t4aaf % ou 6 70, — astadauqua ainad b] ANS Jataisautad Unayng 


9 


soo aonb UIUTITFUOS sopmia SIT *So[qeiuol IIu2A0p ae) Tiypqvig s v 


(Z eBvd wy v agins) 


‘aruouos9 | anb sdurai aurgur ua gnyoad U0 mmaieqnoul | ap 


sonbrureuAp a) So]JPANOU sostidanus So] Jopre p ona Ud S]l9suod 2p 
SUONIUOF So] at) SUIOF Pe] “sTOJoIno ‘neaanou jdasu09 un sed 


uone Muto; Pe] Jo UdNNOs 9p JO SODTAIOS 2p “XNBIO] op oIMITUANOF 
4so.U “SoJUPAOUUI sastidanuo sauna Sop OTAINS 9p xne 2] INTOINNe 


B] suep sgstfeiseds aus sastidanua p smareqnout so 
& 19 JeLMauardanus snssas0sd ay soAndde & uones0a 1uede 


ANUS SUN SUMO IWID9p JUauTITeI9 ‘sastidanua p mmaieqnourT adeisiewap uo sastidosus sap 
4 . 


‘aS8vIILUIZP Ud sastidanua sop oiIssnad 9p S9oURYD Sop UOTIVIOI[aWe | suUepP 


STAINS op sodueys S39] Ins souan {ful opuris oun UO smoveqnoul sastidasjua p SInojeqnoul Sop e191 97 


InDStA 2D AWHANAWD 


“xnepeds xneayqei ‘CQQz ‘aatav uonandod vj 4ns aenbug ‘epeuesy anbusneas : 201n0g 


31 OGL iss 097 OIT GS T9C LOL EC S'9¢ LOC ‘alan 09 €0C €9 0'9T +9'07 LY snjd a9 sue ¢¢ 
fs OSh y°9- S19 6F9 8°0- SOO SG SY NGL Le Yoo CFL £0 Di) E39) T0- sue 7C-0€ 
/ 9% Sa WL SS) €0 9E OF 0°S- ES ANS 0'8 We Say 0'T SS (ald) ON CEE 
mae 5 OF Fae RSLS EWE ey ZS Sih CE IG 4S €€l (EN X60) HG LE 6F KG SRE Ge Sil 
i 0°001 9"f- 0°00 O°00T Op 0°001 0°00 Oe O'00I 0°00 LS 0°00I 0'001 81 0°00 0°00T £0 snjd qe sur Cy 
10Z 000% 9007-0007 900% 000% 900Z-000Z 9007 000% 900Z-000Z 900% 000% 9007-0002  900z 0002 —900z-000Z 900% 000Z 9007-0007 += 28¥.p adnoxy 
piodoig —auuafom —uopiodorq — ouuadow  uopiodoiq ouuesour  uopodoiq  suuokow  wonsodoiq  ouuokou ‘uopiodorg — suuakou 

| vonejuow3ny vonejuswsny uonejusw3ny vonruewsny vonrjuswsny uoneuewsny 

| ap12UNUIZI apre sues ap19UNUIDI opre DaAy a919UNUI9I apre sues apigUNUIDI opre aAy 

spagunwias 3191908 ud spnIsuOD VON 19190s ua sanysu0Z syuepuadapur smaypreavsy 


10u XNeI[TUey SINI|[IVACIT 
f 


| 900C 72 OOO? 2441U2 ‘Dpvuv’y) NAD BD p agnole a] uojas ‘(a8vquazinod) 


| AAqQuiou ANA] op UOLIVIUIUOND 7) squvpuadaput SANI]]IDADAY SAP uouissvday “ V4 NDIGQUT 


\ 
i 


‘ueyes roydura | ap Ino19as ay suep 19 YOO e2Ua 9AaTP snyd ustq JanuUe sdUPSsTOID ap xneI 
, SUONIPUODS sop UOsTel Ua IUepUadgpuT [reAe) Nv saTND0¥ un WUaYHFe 919190s ua saniysuos xnao ‘a8e _p adnoiB a9 
919 sed u0.u nb 19 ured-au8e3 ap adj a9 mod isu SUL] “SAITLITUIS SOoUBPUAI SIP dAIOSqO UO ‘9191908 Ud 
-219q![2P 92do 1u0 nb aginp an8uoy ap s1uepuadsput S9NISUOD UOU Id 919190s Ud spnINsuOD snyjd 19 sue ¢¢ 
| SMM9][FAkI] sop JUdtua]qGeqGoId 1UOs 19-xnad onb Jasuad ke ap syuepuadspur sinaypreaen say areduroo uo nbsioT 


auuop a8v p sodnois say snoi suep 9191908 ua spninsuos 
: ‘APIQUNLUDI SPIE IOAK XNIO ap 0% Z‘7 


| 

‘ 

Swuepuedapur sinaqfreaen say ZayD a10y snyd soursstor9 Pali 
op 19 9919UNUIDI opre sues siMayrears ap uonsodosd xy 


‘9919UNWDI opre oun quede 2P % EF ap [naz uN yWos — aporigd aurgur ve] ap sm0o 
xnao inod sutad & o% /‘7 & wUswWaANeIeduOD ‘ue red He sojjanuue sassteq sa1JoJ ap aAlasqo uo ‘(sue PZ-G{) 
% TE PP PluUsWISNe & d91DUNUIDI apre sues 19 9191908 939190s Ud s9nITsUOD UOU sIUepusdypuT sInoTfreAen 
ud spninsuoo uoU snjd 39 sue C¢ ap s1uepuadaput so] Tue “9912UNUIDZI opre dun ued xnao inod 
SINI]FeAw.1] ap sIQUIOU J] ‘AYyURAII UY ‘a9IDUNUIDI % °C ¥ woddes red ‘(9% €‘€]) Daa] snqd a] uZAoW 
apre aun auvde xno nod 0% ¢‘9 & auaWaANneIedWIOD fonuur sdUPSSIOID ap xnvI a] JUDY Ye I9I9UNUIAI apre 
| ue sed 0% 1] ap qluswsne & agI9UNUIDI apie sues SUPS 19 9191908 Ud spnaINsuOd sjuepuadspur sMayreaesy 
39 9191908 Ud spMINsuOD sjuvpuadapuT sinoqreaes ap S23] “9007 39 000T A41UD “(sue 47-¢]) sauna! sop a8e_p 


eIQUIOU JT “719190s Ud sanjNsuOd UOU xnad anb g0QQz adnois 3] sueq ‘sed uos aj au mb xnao 10 s1a1D0s ua 


} (¢ 28nd vy ap agins) 


epeury sosiidanuq 
nvas2y 


(SLV) 99¥8-ZLS¥F 008 I 
HHyV-OLS 888 I 


voepeue)sasiidanuy 


*"Sad1IAJOS OP S9POU SIOAL 


“eo-epeuLdsasiidanUa MMA 

OS 3] JUPHSIA Ud epeur) sastidonuq NvISDY np 

[P°9] sIquiout 9JIOA SIAR zanbrunuruwo ‘gsiidanuo 310A iargdsoid olTey 2p 
no Jo1eWgp op uodsey Pe] ins s]UdWIDUBIaSUaI sojdure snjd 2p qyu91qg0 Inog 


red /eo-epeuvssasiidaua MAM 
dus N¥ SNOA-zapuas FIOPIDIUT SoTee P UL] q I] J93[NsUO INO 


‘Q1IDIOSI1 IP SUIOSAq SINI] AT]quIP & Ople Se] 
sostidosue | op 
gourwioyiad ey] 19 s2udoid say Jonqeag nod 30ua19491 ap 1urod un p 
quasodsip sjinb uye soureye p suejd ap sajgpour sop & sgo9e 2uUOP Ind] 
{s]losuod sap 19 SUOTUYEP sop WUANOJ 
sostidaniua inay ap 1desu0d 2] Ans sVYD2]JP4 B 19 sonbstI sa] 19 
spyonogep sa] Jousad ¥ ‘suondo sina] JousWargp & sIMoresyIN So] OPye 


Wd) 21 
‘agour] efap esiidanue 
aun p no asiidanus ajjaanou oun p assise.s [Lnb ‘sue sios ap sosreyye p 


urjd un IoIOge|P e smmauardaiua So] opie II *‘JOUIONUT inod juauassoidxa 
nduo0) SINCE P uryd op uOoneoID op Je!o18o] sJoruaid 2] isd [Vd 9] 


-gaadsoid esas astidanuay ronbanod auanbydxe 19 sargiouruy 39 
saUTeUINY s2oINOSsAaI UP SUTOSIq S23] JAss!|qea? ‘astidamus | 2p sjsa{qo 
sa] 1uaUINsgI ‘ostIdamUa | ap 1dadu0d 9] quaiuaszid sj! no sorreye p urjd 
un soredaid & astidaiiua p soarergtidoad say Jopre.p uye (TY) JHoesoqu! 

SaUeYe,P Ur]q 2] Ayo uorewyp mb simauaidanua 39 sastidamue 
sa] nod jerusuaUJ2AN0S UONPUIIOsUT P 2d1AJas “epeurd) sastidanuq 


JDAIJU! S94IDJjD,P UDI 


Eat 


S00E datsaap ‘Bb ot 6 7a od astAdadqua aqugad P) ANS J2tASAUIAT uly. haa | 


(9 avd vy] p aiins) 


spnisuos quos mb xn2o sornonued ua ‘syuepuadaput sinoypieav.n op 


Sd110891L9 S2IUdIDIJIP Sap UONDUOJ Us asueyo nvs]qei I] ‘sTOjoIno|, 


‘(ue red 04 7‘Q ap UONIUDUIsNL) su G7-CZ SAP INIP> 39 

(ue red 0% [‘Q oP assieq) sue HC-O€ SOP adnois a] suep syuswiasueys 
s1989] ap 2AJasqo UO “ue Ted o% /*h NOs ‘ueuuoTssordurt auuaA0Ur 
aouessto1d aun NuuOD k (snyd 19 sue ¢¢) sasy snyd suepuodspul 
sIMI|[PEAwII ap 2Aqurou 2] ‘a1UOS Ieq “ODOT UP suepuadspul sino] 
-]IeAeN sap a[quresur] 7P % L‘€ & OOOT 4? % 6'Y °P dassed isure 189 
smmayreaena sounaf sap uonsodod ey ‘93e_p sodnois sap a]quiasua | 
ap assreq a110j snyd vy os “ue red 0% 6‘Z ap g]noal & sue H7-CT 

sop odnois np siuepuadgpur sinaqpreaesi op arqurou 2] “Iefje Wy 
‘syuepuadapur sinaypreav.n sounel s3] mod ajquioaey sau 919 sed BU 9007 
-000Z epouied ey ‘a8e p adnoi3 2] uoyas syuepuadapuT sinoypIeaen sop 


osTyenuuUe JOUPSSTOID 2p xnel 2] 19 uonnsedar Pe] aiuasaid 4 neo[qei a] 


‘9007 3° 000T 27749 Ue red % /‘0 


2p suuadoul ud assa1301d e sjuepuadopul SIMo][IPAC op oIquiou 2| 


‘epeued onbrsieig ap 327797 uouvndod vy ins aganbug | UoyP S 


suvpuadgpul 
TIWAVGL 


‘somreiatidoid sap 

NO aT]IWey L] ap serquiour ap ‘sjaniseNUOD sinoy[!eAvs1 2p sninsuos m9 nad yasayjo NIT 

“PpMpPlre- Q. ~ > a = n ss 7. 
epeurd Np nusad np x9uesVy | 2p sgidne ored ey] ans sonuaias ap aduwios op sed u0.u nb 9191908 


ud UOU NO s9anIIsUod sastidanua So] puoiduios « sodUulWId19pul sastidanua » 311039189 eT 7 


*yeIoTo UWS JUIUASST|Geay un suloul ne 

apassod astidanua anbeys 19 astidasua eurouu P| e nuoiiedde quaanad XNBIDIOUIUUOS SJUDUTOSST| eI? 
SUIPIIOT) *SaguUuL Sorotutap sto.) sop SINOD Ne STO} dun SUTOWU NB $9IZIDOS sop snudsAodl op 9|P19Poy 
uonere[s9p oun unpoid ATOAG 19 92901D0s Ud san suod a9 no ¢ 000 O¢ op Jonuue SOITEJJE P ol JJry> un 
JOST[EDA “(epeuer) np NUdAAI np q0uasy | e sastuod Jue ared el Ins sonualod So]) JIIUNUT aAo}duia 
un surloul ne joduios 1 SJUBAINS Soto sop un | e OITBJSTeS Wop yuonsedde |! ayjanbe] e astidanua | 


“epeurr) anbnasneig 2p sastdasqua Sap IUJSIDIY | suep snout OS [PIS rou W05 JUDUTAss!|quid un nb InOd I 


"(0% [‘G) aeIOOs oUvISTSSY JO 9IULS aP SUTOS 19 (% Tew 

[FelaP IP soIIUTUTOD “(% Q‘/T) VONBOITGey : SIURAINS SIN9ID9S So] SUBP 
duusdour oy]IeI Op sastidanus so] yuourayedioutsd WeANONI UC 

"(% CTT) [PEIOP IP IIOUIUIOS 39 =(% GC‘, [) UORoNNSUOD +(% Q‘TT) 
sanbruyse} 19 sanbynuars ‘sjauuorssajord SdOIAIAS : SINIIDas STON 


suep SSMATIOL SIN] JUdTeSIOXO SJUIUTOSST| QUID sinod sop SIO} np snd 


‘sastudanua sapuess 

sa] nod % €'0 & yUsWOANeIeduOD ‘smmodo]durs siusuUass!]|qeag 

sap % [‘7 JuaTeuaszidas suusckow apie op sastidanua sa “9002 
umn{ ud % 6°/¢ & YUaMIAANIeIedUIOD ‘smakoydurs syuswtasst[qea? fF 
[e102 dIQquIOU NP % HRC yuorequasaidar (spkoydura burs ap surou 
yuaiduros mb sayjoo) sastada.sus-O1S TU Sa] ‘smmadojduio syuswasst]qek 


SIP % H'L6 yuarequasaidas sastidanus sained s2] ‘/007 uml uf 


(f avd wy ap aqins 


800 2t4aal ole ‘G 70, — astadaatua aiuiad BD] ANS Jateisauiidd uisayng 


‘soreagiidord sap no ayfrurey ej ap soaquuour 2p ‘sfemovsIUOD sIMa][IeAeI] ap gnajasuod a39 nad Jnoaya my] 
“epeuey) Np Nuadas np aouasy | op sgudne ared ey ans sonuaras 2p aiduros ep sed 1u0.u mb 919190s ua uou no sagnansuod sastidanus say puardwuos « S2PUTULIOIQPUT SastdasUd » 3110891" eT | 


‘007 UII ‘sastadasqua sap asgstBoy ‘epeursy anbrsnvaig : s:n0¢ 


EO %LO % HT % OV % €'8 % FTI % FOI % F'8S % OT sphojdura DAU 
syusWassi]qei9 sap uonsodosg 


0001 0001 0001 OSTE = EL TZ SI SHOTE 85606 =—« LOE HZ 710 821 LUO HED = LBHOBOT 896 BIE T Sh SObT Spelasnpur sim9isas soy snoy, 


VOI OE 90 Le LOE €8h (4S) IT OST I ce I 697 7 678 Z 62 806 £ sonbiyqnd suonensturay PY 
91 Lt 16 gs 061 €oh TILT C8hh 7198 £16 SI 88h 99 COE L6 179 €Z 986 OL (sonbyqnd suoneaisrurupe 


So] Jnes) SIDIAIOS SONY 


Gt 6S 89 6 (439 £601 beLh I9€ 11  9LTEI SIZ EI 70S 62 SLY EL 179 7 960 90 uonemeasas 
OP S2dIAJas 19 JUdWIDB.I9q9}] 

07 07 LI 69 OST Lee 099 708 SEZ SET E S10 01 62S 81 C8 SZ LOP bb SIISTO] 19 sapoeaoads ‘sir 

Bol 866 08 80h LE8 667 | 860 7 £06 $ OSS 01 102 91 849 6b b0b L8 LOL $1 ILL €0 a[eI90s DoURISISsE 19 JUS ap SUIOS 


eer 868 ee ce £61 Ipc 8lh $90 ces I Sh0 7 1699 LLS ZI 99% CI €h0 SZ USWIUBIOSUD P S2O1AI9G 


°c €S LY 061 ech b6L bCS | €tCy 882 ¢ 78E 8 €h8 67 61 1S ces 19 62 TI JUIUTISSTUTESSE P 
SA9IAIVS 19 SIDYDEp sop UONsa3 


“UDHINOS ‘SyALIISTUTLUIPE S2dTA19G 


9¢ BC taut aa IT €TE £96 Leon Cor I 1€0 7 SOL 8 827 FI Sth 79 €IZ9Z sastidaue p 12 $9131908 2p uonse5 


Oy 19 SIT IS] och 046 ISl 7 961 L LET OL 6F7 91 LTE 68 9€L OI ISS OIT C6? LEE ssanbruyoai 19 
sanbynuats ‘sjauuorssayord s2o119¢ 

Ld cE Ty (4) 9ST 964 180 I £07 € 8h b 608 9 ¥L6 LT O8E by LTE 6S1 LOL £07 ]Ieq & UORESO] 
19 WONIIO] ‘S191[]GOUIWUT sad1A1ag 


89 ey 9€ ca 8 99 807 | (TS OOS €Z19 [$9 0¢ 64S 6€ 81 92 €€Z SIL So OE PASSE ma OU Cy 


SZ Sd ¢] (a0 CSI LYE 019 €yS | 709 I L507 PLL OIT FL L¥T 07 LSP HE ayjaznayno orasnpur 
qo UONLUTIOFUT | op alasnpuy 


| a th 'h al TLE 9 187 | LES ITH SE6S C6Y €€ 09 6F S00 78 C19 Il a8esodanue 19 1o0dsuesy 


“0 TEI eT 66 S18 LCT SBE b S77 666 07 0S0 1€ 61h 09 806 €€1 hl 68 [$9 617 IW ec cen eresatefe)sy) 


“FT LS OS 82 LLE £96 697 C LSOL 760 6 Sec II £98 TE 8€7 79 90h SS ¥¥9 O11 SOB 9p sd19WUIOD) 
4 a GS 81h OL I 90L 99TF 8e18 688 2 8h6 8 CSO 97 £68 6S IOL 8¢ 666 26 erect et 


me TL CH 71 906 ESI g99t = OBL SOLE TI 602 8I 690 78 696 E71 067 FSI 6S 822 uononmsu0> 
4) ns a 10 OF Ly ch / 591 Ltt Let 159 OLF I 1€0 1 1062 soyjgnd sastare¢ 


07 LI 60 59 821 St¢ 09F $0 I 0c I 061 I w$Z ¢ FIL OL 5708 8€l 8I 2ugize3 19 


argonpd ‘augrurur uonenojdxq 


170 at ASS val 69 9LI LOY 476 | IIS € S679 767 €F 602 S¢ IZZ Eh 08h 661 PED P) SE) 
aysed ‘syraasaroy ‘ormaynousy 


to0s 66V-00l 661  +00S 664-007 661-001 66-0S 6F-0Z GI-OI 6S y1 Pel ghee aot let lsed Ledtaay SHEL} 28) 
— sastidanugq ye20L, 
| (%) uonnsedayy sphojdura p arquioyy 
( szhojduia DIAR SJUSUTOssTTqeay 
| ZO00Z uinl ‘ALAISNPUL J Ja satordusa p AAQuiou I] uojas XNDIIAIWUULOS STUIMLISST] QUILT i NDILGQUT 
Is 25nd 1 P a4ins) 
‘(snjd no sadoqdura ggg 1ua1dwos mb) aIquiou 92] ‘IUstUDPUITNUNTS “FOC Cg eaIpuToNe nod 
| sastidasua sapues8 saj nod o% [‘¢ 10 (spAojdua 66h ‘% [°¢ ap PIUDWISNR & _« sagUTUTIAIQpUT sastidamud » 
19 QQ] e2Ue UeIdwWo5) suUadoU ay]Ie1 ap sastidanus a11o39Ie9 R] sup sastidanus p arquuou 9a] ‘aporied ana. 
sa] nod o% 4H] v 110dder sed ‘0% ¢*] ap nsdoe 1so'$ ap sino NY ‘9007 uN! e as0ddes Ied 0% H‘¢ ap assney 
(spAojdua QQ] ap surow yuaiduros mb) sastidanua aun os “(€ neayjqei) {QZ umf ua ,xneIDIAUTUTOD 
i 
said ap a1quiou JT *% ¢‘] ap a[eqo]3 uoIsso1B0Id syustuasst[qeis CCh COh Z Weiduwioo epeurs 2] ‘epeues 
| eum aos */QQz unl ue /gh O80 | B JoIyTY as nod anbnisneig ap saszadaiqua sap a.ast3ay 2] uoya 
8hE 9] Op Nudov 3sa.s sinakojdura syususasst}qeia p S 


XNVIIAIUMUWOI SLNAIWASSITEWL 


3s XMe}O} $3] SULP SISN}UT 1UOs say[> sTeUU “pIT[eNUEPYUC? IP ionos sed saputtiddns 1uos saroniiai sa] sup snjd no spdopdwua QO quaiduios ib sastdanua xne iueioddes as s99UUOP S2T ¢ 


ou sostidanue sop ayia BY uOo]as rojdus | JUP[HUdA Sa9UUOP SIT “aSUdJIP IP Soe IU 
: SOIUBAINS SoTISNpuUl sop soda So] 19 d1le[es 9p sed quUSyINO} Iu mb siurpuadapul SINIT[IPALII SO] JUONIXA SAMNIY SA] JO UOUDAIUNULAL DV] ‘ropduta ANS aanbuz | op sapUUOP So] = 


aguue | 9p quepuodsa1105 ansowt np ro]dwia.p NIAIU J] 19 guuop ansowiti un e rojdura.p NeIAIU 9] 91US aoudta}j{Ip Pe puodsais09 aipunwot rojdwi | op stout 7] Ins UONPLILA BT \ 


LG Ga vE VT 07 at vT ¥T OT ITP O€E VT EpEteD See 
= 5 a €8- (Ns vy v9 0°6 (le SOE 67 anavuny 
= a as 0°6- LM, v0" cya RES LZ IST 1 WS SONO-PION Np SozrorssaT 
ac = == Sil 00 real SiGe OF 8°0- C£6 TS OOTUA Mp euous Ta 
LY oF eal mS 61 Ol DE ST 9°0 C9 8S Sic anbruurag-21qtuojo) 
OF EG 8c s9 Oe 9°0- OT Ov OG 06% 49 GE LARISA 
st £6 v8 66 gE fei 1a 2 LS 05 OSZ €1 ye UBMOUOIEASES 
O€ OE Sy rE OF LY 6S Ete V0 9L0 0 O€ EGov CEN, 
OT £0 rt v0 FE XG 07 O€ eG HIE TOL om OVTETUG) 
SI 6C OF Ge 50 SI jit 0- Gils Shs OF ent 29qend) 
o€ GS GEG 50 Oe €1 vy 61 80 660 6 ore yPIMsun.sg-NesAnoN] 
OPI £0 GE Sal HE TO" 89 URS ST 6162 EG SSSOD HO ][PAUCN 
Oz 10 66" le IF vl TOL O€ 60> CHO C yy prenopy-2ulTg-Np-|] 
LY gE 9°0€ 7S" OF CEM o'V os efi 78S 8 LY Joperqe]-12-2AnoN -sTa 

(0) 20URSsTOID ap xn], JITOIIIO} NO IUTAOIT 
T8Y Ear 19 TI SPE 09 TIT Vaal Oe ZH 0¢e YT L00T EL 
TIS POE GL OI PSC ‘6 VTL U8 Oe GeMcIC 61 LO0C CL 
OCS a OE SII HIKE. CL mae 66 JE te 8CZ S87 UT 2007 IL 
SOF OMEN Oat L6 BLE 08 9°9 99 SPUN 867 OTE €T 900 ¥.L 
8'VS sal OF 9°8 WEE L6 OOr U8 Ov 897 TEE Oe 9007 €L 
+00S 66% -001 667-00€  667-00T 66-0 66-0S 6¥-07 61S y0 syojduig % CHSOUIEET 

(spkoydurap arquiou) a]e101 VONwHIvA PT Y VORNGLIUOD LI PP % UOTE, 


LOOT AP P#ISIWIAI OULQISIO“I 
‘A1041dday af 12 aIUIA0A VI UOjas “, gAgUNUgA 1ojdula] ap SLOU ZT] ANS UOMIDIAYA * [ NVIIQUI, 


“(o G{Q) Neaaru a]qrey saxa uN e WeIsIBarUa saqang) ay anb 

sipury ‘uouraarisadsar % [‘y aP 12 % GY Op IMamnvy & ‘joydur | 

dp aourssros9 ap xneI JuaT}Ioxo uN a11siSa1ua JUO prenopgy-auUlIg-np 
-2]],] ap 29 TOpeaqey]-19-2anaN A112, 2p sostidanua said sa] ‘/007 
ap ansowin awaiston ny ‘pepuraoid jojdura p xnv} ne sMoigzUl 
SOPPAZT IUOS 28 (9% 6‘) anbyuueIIg-a1quIOJOD Ue 19 (% G°Z) BLEATV 
ud xne} sj anb srpuey ‘qerouraosd yoydura p xne 9] assedap & (% FZ) 
oneiuG | Inod xnvi 2] ‘/00T AP aAsowWIN stUgISTON ne sastidamua 


saad say suep 1ojdura | ap aouesstos9 e] Bev mb 29 uq 


‘uawaanoedsal % HF 

12 /‘F & SI]qeig 1UOS as xne} sad ‘prenopy-sULg-Np-y] | & 39 
Jopeiqe]-19-aanan-ast2 |, enb sipury Juowaanoadsai % €°€ 19 GE 
ap sduUPssIoIo ap xnv} sop ansisarua ve onbruuriig-aiquiojo,) ua 
qo eMaq;y ue ro}dwia J *(% €*1) sagan?) Ne 12 (% GT) OHeIUO 

Ud J]qIej 919 B 1o[duis | ap 2duKssTOID P| anb siopy »onbnurpy | 


U SadIAdas 19 xNa1BIjas sauustuesIO ‘sparid soSvugwi op sadtAsas ‘aBeadgId 19 aypad ‘omanoyise 


‘ > JIQUIADIP ‘salMaYy Sa7 1a UOMDAIUNUAL PI ‘10, dua] Ans ajanbug ‘epeue anbnsneic : 991n0! 
(Wye Ais uesces | Sa] 4a UoLIDIgUMUaL Py 7O]GULA 7 POPE ASS s 


sto; dwap NOIWWAAD 


8007 Lateaal F oll G 724A — astadasqua agtjad B] ANS JaLssaudtid UNsaz]NT 


“D1JOUIINI Ne Id II!eI LE] B yueqioddes 


*SODIFISSE]D uou sastidamuo So snd uou sed quauuaid wos 


‘juap2opid 


op 19 SONG) | op ssoutaord So] 19 9JU9") np ssoutaoid So] 319 


royduna | op DOUPSSTOID E] suep ssonbiew SQoUSTOHIP sop dAIOSqO uO } 


‘sastidamud sapurss say mod % 78h ap 39 
suuasour ayftei ap sastidanua sa] nod % ¢*/] ap UoLNqinuos oun 


e JuaWaANeIeduros ‘uepso9gid ass Ne yioddes sed 0% [‘9 ap 
assney Ud “o% CFE & WeAIE,s 1lodura | ap 2ouvSs{OID EY K sastidanue 
samnad sap uorNquaUOD vy ‘sastidanus sapurss so] sup 19 auuadowl 


aq[fea op sastidasiua say suep % /*Z & woddes sed ‘of (‘7 ap nss0e | 
epeur’y ne sojdura p [e101 IIqUIOU 2] ‘/QOT PP HASSE otUQIS}ON, 


1s9.$ sastidanue sained say suep rojduia7y “PLE BOL PL & Wessqeyas 


np uy ey Y “(7 NeTqQeI) 9007 >P yuepuodsaioo asauta ne 
yoddes sed of HZ ap assney dUN MOS */9QZ oP PHASIUTLA] SUIQIS|OF 


\ 
ne s9g19 919 UO stojdwo [ZF OEE “epeurd anbrsneig op sainag| 


SA] Jd UOLJDAIUNUAA VY] ‘10j dua ] ANS asonbuz | op sogUUOD So] a 


800 4214aef & ou G "JOA — astadoaqua aanjad B) ANS JalAisauiidg uULgayng 


“100 ‘sakojdusa sap 1a jrvaves ap nay 4] ins agnbuq epeur 


93 enbnsieig : 90un0¢ 


7Z'0 9‘0F GIS s}UIUTASST[ge}9 Say SNOT, 
syUaWASsI[qLI9 spueIy 

EO ely l'€6 spXojdurs 664-00€ 
€7'0 S‘6€ ZS8 spAoj dura 667-001 
970 LIF €°98 auuahour aye) ap siuamiassiay . 
610 Z'8E Z6L sphojdune 66-06 
0z'0 I'g¢ ges sphojdurs 6h-07 
570 CU 0°6E sakojduia 61-0] 

| 0z0 €6E C'6F syuaWassI[qeia sina 

| uonez0;dxe p nusaas ne j10ddes sed uONeUIIO; ey LANs JueAL UONeUIIOY ap sazATION sap JUSISSI]qeID | 

| 99INION.S UONLUIIO; L] & Sag1IvSUOD sosusdaq skoda p uonsodoig juvdndde syuswrassi{qeia p uonsodosg ap aprey 


Quewenbrun voneursoy oun 


af JUR.O syUIUTISsI]qui9) UOHvVUIOT LI op PlsusjUy 


T8384 F8SOTOPs 

~yyy/gsuredds-daqs jars oda /es"93-or-mmm//:dyy 
ASSoIPe | & PYFE 18a sastudadqua sap ayia wy uojas apnaz 

* saUIDUNG sad4nossad ap uossad ap sanbipad 4a astadauqua p 


saidainias ‘sghojdua sap uorputso.g 2{N UI 10ddex oT 


‘astidanua | ap a1391eNs ey] suep 
JIOSU] S$ UONUIIOJ ap UOTsI9p ey anb 3a astidanua | 
ap ayfea ey & apt] sed 1s9.u UOReUNIO; e] ap ausuaIUT | 
anbsind ‘uoneuroy ey 1a8ernooue p ana ud sastidanus 
| saad say sapqio wesmod ae uawousean08 anbnijod ey 


iuUOp UOSey ey] Ins suoissnosadar Sop UO SJEINSII So") 


t 


“UONPUIIO} &] ap 
palsuaquy | 19 sduenbay e] suep ue10du smaioey un sed 
aMINsUod dU dT[FeI eT ‘souTepruns astidanua p sarBa1ens 
| 12 sonbnead sap quede sastidanua say asdyeur uo puen?) 
‘suaIayIp astidanua p sarsayens sap 19 suoneanour 
sap luo sayjanb sored sreur ‘yea ma] ap uostes us 
UOU UONeUIIO; ke] & SUTOW JUATeIJOssoIDIUTS sastidanue 
sainiad soy ‘Isury ‘uoneuroy ey ap oxpurour aouanbayy 
e] anued opurssd ua yeronbrydxa ‘sastadanuo somed 
s9] Hwed ‘astudanue p ardarens ve] ap 19 uONeAOUUT | op 
anideyo ne sisicarp apurss snjd v7 ‘UONPAOUUT | 

B 19 QOUPSSIOIO RT & JOSs1DIUT S B S9sNaIquoU 

sujour JuswayfauuoNsodord qos sayja.nb arey ne 
a]qenqiaye ies sapuris xne yuaweaneredwo 


) sastidanua saipiod soy suep uoneurioy ey ap aouenbayy 


(1 dvd vy ap ans) 


(sastidaxua Sa] $23N0}) 
99InjON.s WONvUIIO; e] ap sduenbary 


apqrey syd ey ‘sroj saq “uonewo] e] e Quanbgsuos 
red 99 a0uesstoId ey B sUTOW quassaipqur s mb ata ap 
aJAs a] ans saaxe sastidanua sap us sastidanua sainad 


sop uopsodoid spuess oun nb iuaurwaupsad aes uD 


"sNOD sap UOTONpai ap a1s91eNs sun uaidope mb 
sastidanus saied say suep uONeUIIO} eT ap sduanbay 
a]qieJ Sa gun aarasqo uo ‘SoypuRAar uY ‘sanbi8ojouysaa 
sanbiasiigiseres sao sed quapassod au mb no soureuny 
s2dINOssar sap UONsa8 ap sanbnesd sao g1dope sed yu0.u 
mb sayjoo aonb uoneurroy oun yuaanos snjd quaurayesa 
JUaINsse d1SOjOUYSe} k] JUSWAISUAIUT IWAsT[IN No 
JUSWEpUsI Ne suoMeISUT sop Uayo Inb sastidasua s3] 
‘aqfrea mnay aos anb ayjanb ‘suigur aq ‘ayjrea ap sar10821e9 
SSIUIIDYIP say agua ayqeseduroo snyjd uarq so uoNeUIO] 
e] ap aouanbayy ey Auenbgsuoo seg ‘apprea nay aa0dut 
nad ‘uoneurioy ap suorsiogp sap oxpuaid x sasnosquiou 
snjd yuauafe19U93 1UOS adUPSSTOID ap a139IVII8 

oun P S2910p 19 UONRAOUUT J ANS sa9xe sastidanuo $3] 
uawigstoaid snjgq ‘uonewsoy ey] ap souanbayy ey op 
aideyo nev sastidanua sapueis say 19 sowed so] aru 
199 | Ip IUIsIIO | & oFed apuvsB ud jUOs soureumny 
s2o1nossaI sap uses ap sanbuead say 19 astdanua p 
argarens ev] anb aygag1 apma9 | ‘uoNneuoy aun 


JJJO.P uoTstoap eT seid snyjd ap gururexa soar sgidy 


‘sastidanua sained 
S9] SUBP 99A9]? SUTOWT Is> UONPUIOJ e] ap afeiguas 
aouanbay ey] ‘Isury ‘auauTed dander oun sed aninsuos 


ou uoneUIOy ey anb yUaproap sastidasus somoad 


: astdadqua IP I]t Y] uojas ‘IPANJINAIS UOLIVULLOL BY IP PIISUIJUT Jd aouanbadq af NDAGQUVT 


oe eee teeter esses s squasan sJuamaugaq 
Eek ook aa tly vppvuv’y suo1vsodsoy 
Talellekielieiie leis 7ebe.es “eterie) 6.0 pike) fais evip +++ ++ anbsts ap quudvy 


“+++ pppuny sastadadqug, p $2I1asag 
eee ete ieee eee eee es sguppuadgpul p1vav4] 


* * XNVIIAIMUULOD SJUIMASSIIQUIT 
BaeeehovaMeneneiese tee s10jdua,p u014094') 


TIVWW ONS 


souteriad anb wey ay] Ins asoda1 UONeUIOJ ap SUTOW 12140 sastidanus 


(c abvd vy v aqins) 


sainod say ayjanbey wojas sgpr_] Guanbgsuos seg “UoeUIO; RT B 9IDeSUOD 
uonenoydxs p nuaaar np ued ey ap anb spurzoy sanay[feaes sap uonsodoid 

e] op asa mb a0 nod que) ‘sapuess say aonb pususiur surgUT e] DAL IUOJ 3] Soy]? 
‘sahojduua sap UOMWIOF LP] SULP INSOAUT & quase8ua s sastidanua sained so] 
anb sroj sun nb qwoursyes9 pusidde snou opmig J ‘— (T Neayqea) siusutasst[qea9 
spurid sap % 9G & 19 DUUDAOUL aT[IVI ap sIUSHOSsT[qeIP SOP % 98 

e JUDWIANLIVdUTOD UONUIOJ DUN IUdIFZO s1USUTESsT|qeA9 sinad sap % 6F 

— sastidanua sainad say suep ayqrey snd aso uoTeUIOg ey ap souanbay ey aonb 
JUSTUIATIODFJO WOSSAI [IS *“(UOMLUIOJ R] ap 9USudIUT) UONeUIIO; e] E PIDPSUOS 
JULIUOU J] 19 (UONVUTIOF eT 2p sduaNbayy) UONLUTIOJ oUN INTO P UOTSI?p P| 
anue uondunstp aueio0duuy oun apqea? s0ddes a] “epeued anbnsmeag ap 


sakojdusa sa] Ja [1VAVAI ap NayiUe af Ans aanbug | 2p sepuuop soy Ins juedndde ¢ 


‘sastidanua saied sap myao anb 9yIs1aarp Issne mnaides un mod 

geiguas dos ae1p uoTsnpouod 91299 anb g]pazq & apnig7] ‘sastidamua sapuris 
snjd say U0; ay au anb spdAojdura srmay SuTOUT TUSUTIOJ sostidamua sained soy 
aonb yurjNoA aruLINOD d9p1_[ FuUTLURXA UO d]Janbe] suvp ‘gstidamua | ap are 

e] ap UONSUOJ Ud UOMUTIO] RT Ins apnag dun 9sIfep1 B EPeURD atsasnpuy P 
astidanua ained vy ap anbrryjod ey ap ayeipu93 uonoaNq eT ‘astidanud | op 
a][fea ey] ap UOTIOUO] UD MRF UO] Ned stew ‘gstidanua | mod spAojduua sop 
UONeUIIOJ eT ap aouv1Odur | gsAyeue IUO sapmag sasnaiquIoU aq] ‘Je! UeTNIUOS 
asequRAr Indy JaAsasid ap 19 gyANonposd ey a1oI90v P oNA Ud dIAN20 P-UTeU 


Nd] op saouaiadur09 So] JUSWUWeISUOD JoIOT Que e sostidanua So] JuTemuo0s JUO 


sopuUR salatuiap ¢] sep onbidojouysai uoTnyoag J 19 UONesIPeIpuow ‘gl 


sastadaasqua 
saqiqad sa] supp uotsvmsof{ VT 


> JWd S3Ad JAILIAdSddid 


ssuonvidasov p 21113 Ne s1UdT]D Saf 
squswiaSeSua sa] 39 sapoorzde syQad say ‘sayjonuapis?. 
uou sonbayjodAy say sed anjouru aayrY> 9D 


-snjd no QQ¢ ‘sepuesi 
$2] 39 “6GF 39 OO] 22U2 qeIduIOD ua suUadou 
ay]iea ap sastsdaxqua say ‘spAojdusa QOT ep susou 


jua3duroo nb saqjao wos sastidanua sayned soy 


“sIe][Op ap suOT]]IUW ¢ 39 C$ 

amjue yuanys as mb ‘suakour said say nod % O¢€ & 
qusursaneseduros ‘sastidanua xne suasuoo s3gid 
sap a]quIasUa | FP % OCT yuareyuasosdas ‘sreyjop op 
UOT] CQ ep surour ap ‘sigid syed say “9007 oP 
yuepuodsassoo ansowty ne ywoddes red % OF] 

ap assney oun 310s ‘sIeTJop ap spseypU 9°C7T 

% JaayTyS as nod Aazuswsne_p ynunuos yO 
ayreyo & sonburg say sed sostidasque xnv suasuod 
sino ua saad sa] (/00Z ep e3sewT) owWaTneNb ny 
"% HSS! 


‘(sghojdusa burs ap surour 3ua3dur09 mb) sastidamue 


-oi9TuI say 32 smmakordura syuauasst]qey? Sap % H*Z¢) 
qusrejuasaidas sastidaxjua sayned say] ‘suoryprur ard 
ev ayJqeai9,s mod ‘/90z umf ue uy yuvUaIC| 

a9UUR | ap SINOD Nv 716 GZ ep p2uowsne & epeued| 
NY XNVISIIUIUOD sJUSUTASsT]qeI?.,P 2IquUIOU 9) 


‘ue red 0% /‘F ap gssors0id 1 

(snjd no suv cc) s98v snyd sanZojouroy sino] ay 
a]j20 anb srpuey ‘ue red % 67 ap g]NdeI & (sue H7| 

& GI ap sade) syuepuodspul simayjreaey sound) 

ap uonsodoid vy “9007 3° N00 2242 % L‘0 I 
assoisoid & syuepuodgpul sima]jrearyy ap crquiou | 
‘juap9oeid ansaurisy ne 10ddes se 

% 1°9 2p ures uN j10s ‘assney 93999 Ip % CFE I] 


auisi10 | ¥ JUOS ,sastidaxjua sainad say *(% HT | 


00S O€¢ ep seid ap puog un ez & epeuRD 
$9919 stojdwe p s1quiou 2a] £/007 2P juepuodsasso; 
INSIWTN I] 129 ONOT IP 2ISSWTT] SUIQISION 9] 9130; 


sAIUDpPUa 
SIJGNWU9 


epeueg epeued | 
Aysnpu| = suysnpu| "| a 


Industrie 
Canada 


Bei cosy 

AA 

T S120 
S53 


www.ic.gc.ca/SMEquarterly 


VOLUME 10, No.1, MAY 2008 


PERFORMANCE 
Trends 


Job creation in Canada rose by 319 939 jobs (2.3 percent) 
in the fourth quarter of 2007 compared with the 


same quarter in 2006. Small businesses! contributed 


35.1 percent of the job growth and large firms 
contributed 50.0 percent. 


The number of self-employed workers increased at an 


annualized rate of 1.5 percent between 2000 and 2007. 


During this period, the highest rate of growth for self- 
} employed workers was in the construction sector, which 
i increased by 6.5 percent, followed by the educational 


| 
| services sector with a growth rate of 6.1 percent. 
{ 


H Total business insolvencies numbered 1818 in the fourth 
quarter of 2007, a drop of 7 percent from the fourth 
t quarter of 2006. 


= Total business loans outstanding” from chartered banks 
: continued to rise in the fourth quarter of 2007, reaching 
| approximately $130 billion. This represents an increase 
of 19.3 percent from the same quarter of 2006. Small 

__ loans, those less than $0.5 million, represented 


14.9 percent of total business loans, while medium-sized 
_ loans, those between $0.5 and $5 million, comprised 
29.1 percent. 


"Small businesses are defined as having fewer than 100 employees, 
medium-sized businesses having 100 to 499 employees and large 
- businesses having 500 or more employees. 


_* Excluding non-residential mortgages, agricultural loans and 
customers’ liability under acceptances. 


MALL BUSINESS 


Government 
Publications 


Canada 
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sized enterprise (SME) exporters in Canada. Previous research has shown 
that only 8 percent of SMEs export, but they account for 20 percent of the 
total value of exports. In an attempt to address this knowledge gap, a study 


undertaken for Industry Canada provides details on the characteristics of 
SME exporters. In particular, the study examines not only the industrial 
distribution of SME exporters and their export earnings, but also the 
characteristics of owners and firm attributes as determinants of an SME’s 


propensity to export. 


Across industries, in 2004, 21.4 percent of exporter firms operated in 

the wholesale and retail sectors, while 15.1 percent of exporter firms 

were knowledge-based firms. Much attention has been focused on 
manufacturing, and while it is true that exporting is relatively more 
prevalent among manufacturers, there were substantially more firms in the 
professional and other services sectors that export — 40 000 firms in the 
professional and other services sectors compared with 21 000 firms in the 


manufacturing sector. 


Revenues from exports are generally not high: 44 percent of SME exporters 
reported export sales of less 
than 10 percent of total 

revenues in 2004 and only 


Contétnts 


Job Creation 


15 percent of exporters 


reported export revenues of 


Business Insolvencies 


between 25 and 49 percent of Fg Ele 
; elf-Employment 
total revenues. Only one third a ; % 4 
Canada Business Services 
of SME exporters were deemed j z p 
- : ive” (defined Business Financing 
export intensive” (define ey ieee 

E : Workplace Skills Initiative 


(continued on page 2) Recent Developments 


(continued from page 1) 


as export sales that exceed 50 percent of total revenues). There 
was no difference in export earnings between established 
SME exporters (enterprises that export and are at least three 
years old) and international new ventures (INVs), which are 


enterprises that export and are less than three years old. 


Three significant differences in owners attributes were found 
between exporter and non-exporter firms: erowth intentions, 
gender and Canadian residency status. SMEs whose owners * 
expressed growth intentions were more than twice as likely 

to export as SMEs whose owners did not seek growth. In 
addition, majority female-owned SMEs were less likely to 
export than majority male-owned SMEs, even after controlling 
for other factors. Finally, among established SME exporters, 
immigrants who had resided in Canada for less than five years 
were disproportionately more likely to be primary owners of 


exporter firms. 


With respect to firm-level attributes, SMEs that reported 
investment in R&D were more than twice as likely to be 
exporters than SMEs that did not invest in R&D. SME 
exporters were also significantly more likely to apply for 


external financing and business loans. 


Among the approximately 287 100 SMEs that began operating 
in 2001 or later, about 21 300 reported exporting in 2004. 


Hence, more than 7 percent of new Canadian firms are 


JOB Creation 


According to the latest release of Statistics Canada’s Survey 

of Employment, Payrolls and Hours, the number of payroll 
employees increased by 319 939 in the fourth quarter of 2007 
(Table 1). This corresponds to a year-over-year increase of 

2.3 percent compared with the fourth quarter of 2006. Small 
businesses represented approximately 35 percent of the growth 
in Canada. The year-over-year contribution to employment 
growth from medium-sized enterprises was 14.9 percent, 
while large firms contributed 50 percent, representing a 

1.8 percentage point increase compared with the third quarter 
of 2007. The contribution to employment growth from small 
businesses has been steadily increasing since the dramatic 


10.1 percentage point drop in the first quarter of 2007. 


international new ventures. INVs operate across all industry 
sectors, which suggests that studies that only examine this 
phenomenon in manufacturing, technology and knowledge- 


based industries will suffer from sampling biases. 


Although INVs are significantly smaller than established SME 
exporters, this study found that INVs achieve levels of export 
intensity comparable with established SME exporters, but with 
a smaller workforce, younger and less-experienced owners, and 


fewer assets. 


Consistent with findings on SME exporters overall, owners of 

international new ventures were disproportionately more likely a 
to be new Canadian residents (or immigrants): approximately } 
10 percent of INV owners were new Canadians compared with 


less than 5 percent of owners of new SMEs that did not export. | 


The study concludes by econometrically testing the different i 
theories of determinants of SME exporters. These theories 4 
focus on the point in their development at which SMEs 


é 
decide to export and the importance of networks, gender, and 
financial and tangible assets in the export decision. 


The report Canadian SME Exporters, by Barbara Orser, 
Martine Spence, Allan Riding and Christine Carrington, is 
available at www.sme-fdi.gc.ca/epic/site/ sme_fdi-prf_pme. 
nsf/en/h_01298e.html. 


In the fourth quarter of 2007, the construction sector 
experienced the highest year-over-year employment growth at 
8.2 percent, with small businesses accounting for 57.4 percent 


of employment growth in the sector compared with large firms 


at 12.1 percent. Employment growth across all firm sizes | 


was also strong in the following sectors: mining and oil 


and gas extraction (4.5 percent), retail trade (4.4 percent), 


a 


and accommodation and food services (4.0 percent). Small 
businesses with the largest increase in employment occurred 
in the construction (36 298) and accommodation and food | 


services (17 809) sectors. 


(continued on paged 
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Compared with the fourth quarter of 2006, the manufacturing 


sector experienced a year-over-year decline in employment 


of 3.9 percent. Large firms were responsible for 71.1 percent 


— 


Manufacturing 

ie] 

Wholesale Trade 

Retail Trade 

) a 

Tansportation and Warehousing 
information and Cultural Industries 
jinance and Insurance 

teal Estate and Rental and Leasing 

| 

rofessional, Scientific and Technical Services 


if 
fanagement of Companies and Enterprises 


|dministrative and Support, Waste Management 
( 
id Remediation Services 


‘ducational Services 

lealth Care and Social Assistance 

rts, Entertainment and Recreation 
ccommodation and Food Services 

ther Services (excluding public administration) 


hiblic Administration 


lan da Total 


Change 
% Jobs 
23) 320 298 
2.1 285 728 
13) 263 633 
2.4 330 421 
2.3 319 939 
=) -1 900 
4.5 8 410 
2.0 2 429 
8.2 63 217 
-3.9 -72 096 
PbS) 18 626 
4.4 78 541 
2.4 15 170 
0.8 2799 
2.6 15 818 
32. 7 856 
2.1 15 110 
DG 2 630 
2.6 18 188 
Diy 30 963 
2.6 37 724 
1.8 4103 
4.0 40 055 
Hy) 11 644 
2.6 20 653 
2.3 319 939 


of the 72 096 jobs lost in this sector, while small businesses 


0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
11.6 1.0 13.0 12.2 37.8 Te ye) 12.6 49.6 
-1.7 M9) 11.9 ee INES 11.8 7.6 19.4 52.9 
-1.2 8.1 12.4 gi 28.4 13.0 7.4 20.4 51.2 
3.0 14.4 Mas) 6.0 34.5 G2 6.1 fs} 48.2 
-2.4 18.9 Wit) 6.7 35.1 8.6 6.3 14.9 50.0 
Absolute Change (Jobs) 
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Wy 111 138 239 605 621 -790 -169 1 O39) 
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vurce: Statistics Canada, Survey of Employment, Payrolls and Hours, Match 2008. 


Table 1: Year-Over-Year Net Change! in Payroll Employmen 


accounted for 18.1 percent of the jobs lost. Since the third 
quarter of 2006, both the manufacturing and forestry sectors 
have continued to experience a decline in the number 


of employees. 


Ee a aa 


by Industry, 4th Quarter 2007 


% Contribution to Total Net Change (Number of Employees) 


fear-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 
te 


| urvey of Employment, Payrolls and Hours data exclude self-employed workers who are not ona 
jusehold services, religious organizations and military personnel of defence services. The data b 
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payroll and employees in the following industries: agriculture, fishing and trapping, private 
reaking down employment by size of firm also exclude unclassified industries. 


OER 
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BUSINESS /nsolvencies 


In the fourth quarter of 2007, there were 1818 business 
insolvencies (Table 2), which include bankruptcies’ and 
proposals.” These insolvencies had a total value of $779 million, 
a 4.6-percent increase over the previous quarter. Bankruptcies 
grew by 4.9 percent, while proposals increased by 3.3 percent 
over the same period. On an annual basis, however, the 
number of bankruptcies declined by 7.9 percent, while the 
number of proposals fell by 2.2 percent, for a total decline in 


insolvencies of 7.0 percent year-over-year. 


This decline represents a continuation of a long-running trend: 
the number of insolvencies has been falling since reaching a 
peak of 4111 in the first quarter of 1996. The current figure for 
the fourth quarter of 2007 is among the three lowest recorded 
since 1993 (only the third quarters of 2006 and 2007 were 
lower). Bankruptcies closely track the insolvency trend, also 
making the current figure the third lowest recorded since 1993. 
Proposals, on the other hand, have increased since before 1994, 
reaching a peak of 513 in the first quarter of 2002. Current 
levels are comparable with those recorded in the late 1990s. 
The declining trends are also reflected in consolidated annual 
figures: insolvencies fell by 6.8 percent from 2006 to 2007, 
bankruptcies by 6.7 percent and proposals by 7.4 percent. 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb-bsf.ge.ca). 


Unlike the volume of insolvencies, the value of total liabilities 
fluctuates around an average of $1.6 billion, with intermittent 
spikes occurring as a result of failures of one or more sizable 
companies. The largest spike occurred in the second quarter 
of 2002, at $5 billion. The next significant spike occurred in — 
early 2007 due to high-value insolvencies in the information 
and cultural industries. Both were spikes in bankruptcies; 

the pattern of proposal liabilities is unrelated to bankruptcies, 


fluctuating around an average of $411 million. 


Recent figures indicate that insolvency liabilities declined by 
17.0 percent in the fourth quarter of 2007 from the previous 
quarter and by 29.4 percent year-over-year. The components 
of insolvency revealed the following patterns: bankruptcy 
liabilities fell 18.2 percent from the previous quarter and 

31.6 percent year-over-year, and proposal liabilities declined 
14.2 percent from the previous quarter and 24.0 percent year- 
over-year. Consolidated annual insolvency liabilities rose by 
21.9 percent from 2006 due to the spike in the first quarter of 
2007; those for bankruptcies increased by 46.8 percent, while 
those for proposals fell by 36.9 percent. 


! Bankruptcy refers to the liquidation of the debtor's business assets and the end of the 


commercial entity's operations. 


2 Proposals involve the settling of debts between the debtor and its creditors while still 


allowing the business to continue operating. 


Table 2: Total Insolvencies, Bankruptcies and Proposals and Associated Liabilities 


Insolvencies Bankruptcies Proposals 
Volume Liabilities ($ 000) Volume Liabilities ($ 000) Volume Liabilities ($ 000) 
Q4 2006 1955 1 103 288 1 637 781 801 318 321 487 
Q1 2007 2.099 3.977 097 1745 3718 389 354 258 708 
Q2 2007 1957 1071 559 1 604 814591 353 256 968 
Q3 2007 1738 939 070 1 437 654 297 301 284 773 
Q4 2007 1 818 779 393 1507 534 931 311 244 462 
¥) Change 
Q3 2007-Q4 2007 4.6 S70 4.9 2182 3.3 14.2 
Q4 2006-Q4 2007 7.0 29.4 7.9 31.6 a) 24.0 
Consolidated Annual 
2006 8171 5 552 228 6747 3 897 194 1 424 1 655 033 
2007 7 612 6 767 119 6 293 5 722 207 1319 1.044 912 
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SELF-Employment 


The number of self-employed workers in Canada rose at an 
annualized rate of 1.5 percent between 2000 and 2007 according 
to Statistics Canada’s 2007 Labour Force Survey. Table 3 presents 
a breakdown by industry of employed individuals and various 
categories of self-employed workers for 2000 and 2007. In 2007, 
there were 14 251 400 employed and 2 615 000 self-employed 
individuals, accounting for 84.5 and 15.5 percent of the sampled 


workforce respectively. 


Shares of self-employed individuals working in goods and services 
sectors have not changed significantly from 2000 to 2007. 

In the goods sector, the share remained nearly constant at 

27.4 percent. Similarly, the share in the services sector barely 


changed, increasing from 72.2 to 72.6 percent. 


Across all industry sectors in 2007, professional, scientific and 
technical services represented the largest concentration of self- 
employed individuals (14.5 percent), followed by the construction 
industry (13.5 percent). In the goods-producing sector, over the 
period 2000 to 2007, the largest decrease in the proportion of self- 
employed workers occurred in agriculture, which dropped from 

10.4 to 8 percent. The largest gain in the share of self-employed 
workers occurred in the construction industry, which rose from 

11.6 to 13.5 percent. Over the same period, the most noticeable 
decrease in the services-producing sector occurred in trade, where the 
proportion of self-employed workers fell from 13.1 to 11.6 percent. 
The share of self-employed workers increased from 5.4 to 7.0 percent 


in the finance, insurance, real estate and leasing sector. 


Within the group of self-employed individuals, the highest share 
in 2007 was among those unincorporated without paid help 
(49.2 percent), followed by the incorporated with paid help category, 


representing 22.7 percent of self-employment. 


Substantial changes have occurred in the category of incorporated 
selfemployed workers without paid help. Over the period 2000 
to 2007, the number of individuals in this category grew by 

).8 percent in the goods sector and 6.9 percent in the services 
sector. Self-employment exhibited double-digit growth in this 
-ategory of workers in many industries: forestry, fishing, mining, 
vil and gas (19.7 percent), health care and social assistance 

16.8 percent), accommodation and food services (13.7 percent), 
manufacturing (13.1 percent), educational services (12.3 percent) 


ind construction (12.1 percent). 


(continued on page 6) 
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TRADE Data Online 


Trade Data Online is a database of Canada-wide trade 
information available through Canada Business Servi Sourced 
from both Statistics Canada and the U.S. Census Bureau, visitors 
to the website can search for data by commodity (according to 
the Harmonized System (HS) code), industry (using the North 
American Industry Classification System (NAICS) and Standard 
Industrial Classification (SIC) codes) and geographical location. 


Trade Data Online enables users to: 


* access the volume of internationally traded goods in Canadian 
import and export markets; 


find new export markets; 
determine the level of competition for specific products; 
identify domestic opportunities for import replacement; and 


gain insight into the Canadian domestic market for industries in 
the manufacturing sector. 


More specifically, Trade Data Online includes data on 200 
countries for over 5000 commodities. Reports are available using 
the most recent ten complete years and current year-to-date 

data. Monthly details are also available for the last two years. 
Information is available on imports, exports, trade balances, 
manufacturing shipments, apparent domestic markets and export 
intensities of Canadian industries. 


Information is presented to users in a report and/or graphic 
format and can be printed, bookmarked or copied to a work 

file. With free registration online, frequent users can also avail 
themselves of advanced features that allow them to create, edit and 
run personalized reports individually or in batch. 


Visit Trade Data Online at www.ic.gc.ca/tdo. 


THREE service channel... 


CanadaBusiness.ca 


1 888 576-4444 
1 800 457-8466 (TTY) 


Canada Business 
Network 


(continued from page 5) 


Table 3: Self-Employment in Canada, Share by Category of Worker and Industry, 2000 and 2007 | 


Incorporated Unincorporated | 
——— TTT Se 
Employees Self-Employed With Paid Help Without Paid Help With Paid Help Without Paid Hel) 
—— ———— a —_——————— 
Number of Number of Bare: yen Share of hone Share of omens Share of Ava : 
Share (%) Employees Share (%) Self- Rastered: pac Self- ais Self- tia Self- | 
(000) Employed* on Employed Employed Employed ; 
| 
ES eS eee /— 
2000- 2000- 2000- 200 
2000 2007 2007. 2000 2007 2007 2007 2007 2007 2007 2007 2007 2007 20 


SS 


Industry (Percent) (Percent) 
Goods-Producing Sector Pe Bex) MOG RRS Dike 
Agriculture 1.0 0.9 127.0 10.4 8.0 
Forestry, Fishing, Mining, 
Oil and Gas 1.8 2.0 288.5 2.0 us) 
Utilities 0.9 0) 137.9 0.0 0.0 
Construction 4.3 5.5 780.5 eGee 3.5 
Manufacturing GES» SIGH) 1 943.8 3.8 3) 
Services-Producing Sector HES FD = NOS ER TPS 
Trade 16.0 16.7 2 379.8 WEBI 11.6 302.6 40.2 0.4 17.3 4.3 D2 -2.6 30.5 | 
Transportation and | 
Warehousing Sed 4.8 679.6 5) oy) 143.2 15.4 -1.5 24.2 ree 6.9 -2.6 52.8 
Finance, Insurance, 
Real Estate and Leasing By) ty? 877.0 5.4 7.0 183.4 17.7 Sy) W775 WP 7.3 3 Sys 
Professional, Scientific and 
Technical Services 4.9 DO) P5GH, 13.5 14.5 380.2 17.4 0.8 26.6 6.7 8.1 -2.0 47.6 
Management of Companies 
and Administrative and 
Other Support Services Bal) 3:8 542.3 GHG) (Gail 159.9 17.1 4.4 10S) 2.9 3) -2.7 61.6 
Educational Services Wed Wes) 129.9) ES) 2.0 Sy) 6.8 -1.4 10.1 123 4.9 6.3 78.0 
Health Care and Social 
Assistance 10.6 11.4 1 620.9 So 8.6 2285 13.6 al 6.7 16.8 N5yS) -2.6 64.2 
Information, Culture 
and Recreation 46 4.6 660.6 4.0 4.6 Wie, 13.0 a2 17.4 Sail 4.0 0.3 65.5 
Accommodation and 
Food Services 6.8 6.8 970.4 308) 3.8 99.0 49.9 2h 10.5 ESI 18.4 -3.8 19S) 
Other Services ei! Be) 492.1 9.8 8.8 231.4 16.6 oe} 13:7 8.3 py -1.8 60.1 
Public Administration 6.2 6.1 864.5 


14251.4 100.0 100.0 2 615.0 22.7 2.1 VW Pall 10.2 -1.4 49,2 


All Industries 100.0 100.0 i 
“| 


*Includes unpaid family workers. 


Source: Statistics Canada, Labour Force Survey. 
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BUSINESS /77aNCIiINg [ 
| 

New data on the supply of financing to businesses were In 2006, Canadian business clients of commercial suppliers | 
released in March by Statistics Canada. The data were drawn of financing, such as banks, finance companies and insurance | 
from the Survey of Suppliers of Business Financing, which is companies, were reported to have an estimated $444.3 billion’ 


part of a research program investigating financing for small in outstanding debt, up 10.7 percent from 2005. The greater 


and medium-sized enterprises, administered in partnership need for financing can be attributed to the upward trend | 
| 


by Statistics Canada, Industry Canada and the Department observed in commodity prices; capital investments by firms in 


of Finance. 


(continued from page 6) 


oil, gas and mining; and booming residential and non-residential 


construction and real estate markets across Canada. 


Overall, approximately two million business loans were 
outstanding as of December 31, 2006, representing an increase of 
4.4 percent from the previous year. The largest borrowers, those 
with authorization levels of $5 million or more, accounted for 

57.0 percent of outstanding debt in 2006. In contrast, businesses 
with authorization levels of less than $1 million, generally small and 
medium-sized enterprises,' had outstanding debt of $95.3 billion, 


accounting for 21.4 percent of outstanding debt. 


Among large businesses, there was an increase of 7800 new loans 

in 2006, representing an increase of 8.9 percent over the previous 
year. In comparison, new loans authorized for small and medium- 
sized businesses increased by 4.2 percent, representing roughly 


77 500 new loans. 


Domestic banks continue to be the major suppliers of debt financing 
in the Canadian business borrowing market, providing more than 


half (52 percent) of outstanding business debt. 


By province, Alberta, with outstanding debt amounting to 

$73.9 billion, exhibited the biggest gain (22.1 percent) among the 
provinces. In Ontario, outstanding debt increased by 18.4 percent to 
$189.5 billion. As a proportion of total outstanding debt in Canada, 
Ontario represented 42.6 percent, followed by Alberta (16.6 percent), 


Quebec (16.0 percent) and British Columbia (13.3 percent). 


More information on suppliers of financing can be found in the 
2006 Statistics Canada Release” on the Small and Medium-Sized 
Enterprise Financing Data Initiative (SME FDI) website at 
www.sme-fdi.gc.ca/epic/site/sme_fdi-prf_pme.nsf/en/ 
00728e.html. 


As most suppliers of financing do not track the employment size of their business clients, 


they were asked to group their clients by authorization size (i.e. the maximum amount they were 
allowed to borrow). Authorization size is used in this survey as a proxy for business size due to 
a lack of employment size indicators 
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CALL jor Proposals 


The Workplace Skills Initiative (WSI) is an important part 
of the federal government's 2007 policy framework dvantage 
Canada. Globalization and growth of the knowledge-based 
economy are sharply increasing the importance of the skills, 
education and adaptability of our workforce to achieve global 
competitiveness. Advantage Canada supports increasing 
patticipation, enhancing training and skills development, 

and breaking down barriers to enable Canadian businesses 

to compete successfully, 


WSI has launched a 3rd Call for Proposals (CFP) package. 
Projects funded through the WS] are intended to support small 
businesses and other firms in their efforts to advance their skills, 
respond to constantly evolving workplace requirements, and 
maintain their talents to generate and apply innovative ideas to 
enhance workplace productivity. 


Priorities for funding in this round of the initiative involve 
projects that address skills shortages, through skills 
development and human resources practices in the workplace, 
and projects that address workplace environments, such as work 
organization and design or other workplace enhancements, 
allowing applicants to test ways Canadian employers can affect 
workplace productivity. Ultimately, successful projects and lesso 
learned will serve as examples for other workplaces throughout 


Canada. 


Additional information on eligibility, funding ceilings, 
important dates and procedures related to the 3rd WSI Call for 
Proposals is available at the WSI website: www.hrsdc.gc.ca/en/ 
workplaceskills/skills_initiative/index.shtml. 


|, CRAEDOIPLLE LO LERA TICE. 
EN: ATLAS CMLEEEIOR EN I 


RECENT Developments 


SME WORKSHOP 
on Skills Development 


In partnership with Industry Canada, Human Resources and 
Social Development Canada (HRSDC) hosted a workshop 
on March 20, 2008, entitled “Creating a Competitive Edge 
for SMEs Through Skills Development.” The goal of the 
workshop was to increase overall understanding of the role 

of skills development in the success of small and medium- 
sized enterprises. Key barriers to skills development for SMEs 
identified during the workshop included: availability of 
knowledge and training options, lack of “awareness” on the 
importance of training, inability to develop a tailor-made 


training program and loss of trained employees. 


The workshop was a result of a commitment between Industry 
Canada and HRSDC to jointly examine skills issues faced by 


SMEs in Canada. 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


If you want to subscribe, please send your request to 
prg-sbpb@ic.gc.ca. If you have questions or comments about 
the content, please send them to the editor: 


Manique Weerasinghe 
E-mail: weerasinghe.ranmalmanique@ic.gc.ca 


Small Business Policy Branch 
Industry Canada 

235 Queen Street 

Ottawa ON K1A 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
this publication may be reproduced, in part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented n official version of the infor on reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please e-mail: copyright.droitdauteur@communication.ge.ca 


Cat. No. C12-18/10-1 
ISSN 1205-9099 
60461 ‘ cy) Printed on 10% recycled paper. 


INTERNATIONAL COUNCIL 
for Small Business World Conference 


The 53rd International Council for Small Business (ICSB) 
World Conference will be held at the World Trade and 
Convention Centre in Halifax, Nova Scotia, June 22-25, 


2008. Held each year in different locations, the conference 


attracts researchers, educators, policy-makers, business service 


providers, students and business owners with an interest in 


the areas of small business and/or entrepreneurship. This year's 


theme, “Advancing Small Business and Entrepreneurship: 
From Research to Results,” will focus on bridging the gap 


between research and action. 
The 2008 ICSB conference offers an opportunity to: 


* meet with leading international researchers; 

* engage in dialogue on the latest research, policy 
issues and development trends in small business and 
entrepreneurship support; and 

e network with SM E/entrepreneurship organizations, 
institutions and experts from around the world. 

For more information on the conference, and registration 


details, please visit www.icsb2008.org. 
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| PERFORMANCE 
Trends 


Job creation in Canada rose by 297 141 jobs (2.1 percent) 
in the first quarter of 2008 compared with the same quarter 
of 2007. Small businesses’ contributed 38.9 percent of the 


job growth and large firms contributed 53 percent. 


Since 2000, the share of incorporated self-employed 
workers has been increasing at an average annual growth 
rate of 3.7 percent compared with a 0.2 percent average annual 


growth rate for unincorporated self-employed workers. 


A total of 2 342 029 business establishments” were present 
in Canada at the end of 2007, an increase of 1.3 percent 
from December 2006. 


H Total business loans outstanding from chartered banks 
continued to rise in the first quarter of 2008, reaching 
approximately $133 billion. This represents an increase of 
15.6 percent from the same quarter of 2007. Small loans 
(those less than $0.5 million) represented 15 percent of 
total business loans, while medium-sized loans (those 


between $0.5 and $5 million) represented 29.1 percent. 


a ee 
* Small businesses are defined as having fewer than 100 employees, 


medium-sized businesses having 100 to 499 employees and large 
businesses having 500 or more employees. 


_ ? For an individual business establishment to be included in 
Statistics Canada’s Business Register, the company to which it 

_ belongs must meet one of the following criteria: have at least one 
i : p paid employee (with payroll deductions remitted to the Canada 
Revenue Agency), have annual sales revenues of $30 000, or be 
incorporated and have filed a federal corporate income tax return 
___ at least once in the previous three years. 


MA fail BUSINESS QUARTERLY 


BUSINESS R&D INTENSITY 
AND FIRM SIZE 


Canada and the United States 


‘The prevalence of small firms in Canada has often been advanced as a 
possible cause of Canada’s lower intensity of business expenditures on 
research and development (BERD) compared with the United States. 
A recent Industry Canada study examines statistical evidence and concludes 
that the presence of small firms does not explain the research and 
development (R&D) gap between Canada and the United States. 


As a proportion of business value added, U.S. firms invest 2.44 percent 
in R&D, whereas Canadian firms invest only 1.35 percent. In order to 
examine this gap in BERD, the study breaks down the components of 
business sector R&D intensity to produce a framework for examining 
how smaller firm size might lead to lower overall R&D intensity. This 
could occur for three possible reasons: i) small firms are more prevalent 
in Canada than in the U.S.; ii) the proportion (or incidence) of Canadian 
small firms that invest in R&D is less than the proportion of U.S. small 
firms that invest in R&D; or iii) among those firms that invest in R&D, 
the proportion of revenues spent on R&D (or R&D intensity) is less in 
Canadian small firms than in their U.S. counterparts. The study examines 
the validity of each of these factors in explaining the BERD gap between 
Canada and the U.S. 


(continued on page 2) 


Business Establishiige 


Job Creation ~ 
Self-Employment 
Product Licensing... 
Business Financing = * 


ENTRENE Te 


Recent 


ee, 4. 


(continued from page 1) 


Main Findings 


Overall, evidence indicates that factors related to small firms 
do not contribute significantly to the Canada—U.S. gap 
in BERD: 


¢ Small firms are not more prevalent in Canada than in 
the U.S. (Table 1). Differences in the prevalence of small 
firms, therefore, cannot contribute to the gap in aggregate 


BERD intensity. 


Table 1: Distribution of Firms by Size and the 
Proportion of Firms Undertaking R&D, 2002 


Distribution of Firms in Canada R&D Incidence by Firm Size 


and the U.S. by Firm Size! in Canada’ and the U.S.’ 

Firm Size (Employees) Canada US. Canada US. 
(%) (%) (%) (%) 

Small (0-99) 98.6 98.3 ita 1.0 
6-99) 

Medium (100-499) il 1.4 10.3 6.1 
Large (500+) 0.2 0.3 Hep 14.7 


Source: Statistics Canada, Business Dynamics in Canada 2003. No. 61-534-XIE, 
Table 1a, March 2006. United States Small Business Administration, Firm Size Data, 2006. 


2 Source: Statistics Canada, Industrial Research and Development — 2005 Intentions. Table 1.8, 2006. 
Statistics Canada, Business Dynamics in Canada 2003. No. 61-534-XIE, Table 1a, March 2006. 


3 Source: National Science Foundation (NSF). Research & Development in Industry: 2002. 
NSE-06-322, Table 14, 2006. United States Small Business Administration, Firm Size Data, 2006. 


© Conversely, very large firms are more prevalent in the U.S. 
than in Canada. This is likely to be an important source 
of the R&D gap as firms with 5000 or more employees 
account for 62 percent of R&D expenditures in the U.S. 
as opposed to 29 percent in Canada. 

¢ There are only small differences between Canada and the 
U.S. in the proportion of firms that perform R&D for 
each firm size class (Table 1). Consequently, Canada— 
U.S. differences in R&D incidence cannot contribute 
significantly to the gap in aggregate BERD intensity. 

© In both countries, the R&D incidence in small firms is 
lower than the R&D incidence in larger firms. However, 
among firms that perform R&D, smaller firms spend a 
greater share of their output on R&D. Thus, small firms 


in both countries have higher R&D intensities than 


larger firms. 


© There is evidence that R&D intensity (Table 2) for firms 


© Two firm-size-related factors are likely to account for a 


performing R&D is lower in Canada than in the U.S. 


across most of the sizes of firms (but with only a small 
gap for small firms). In fact, it is large firms that show 


the biggest gap. 


significant part of the Canada-U.S. BERD intensity gap: 
lower R&D intensity of large firms performing R&D in t 
bd 


Canada and lower prevalence of very large firms in Canada. 


Table 2: R&D Intensity for Canada and 
the U.S. by Firm Size, 2002 


ee, 


Firm Size, Canada Canada! Firm Size, WES.2 
US. 
1-49 SH 5-49 7) 
50-99 8.6 50-99 Heal 
100-199 5.7 
100-499 6.2 
200-499 3.8 
500-999 3.2 500-999 6.9 
1000-1999 De) 
1000-4999 4.0 
2000-4999 1.1 
5000+ ile 5000+ DAS) 


Source: Statistics Canada, Industrial Research and Development — 2005 
Intentions, Vable 15, 2006. 


2 Source: National Science Foundation (NSF). Research & Development in 
Industry: 2002. NSF-06-322, Tables 14 and 27, 2006. 


The study finds no support for the notion that R&D levels 
are lower in Canada because it has “too many small firms that r 
do not perform R&D.” On the contrary, the R&D intensity 
gap between the two countries is primarily due to the higher 
R&D intensity of medium-sized and large firms in the US3 
and the greater prevalence of very large firms (5000 employees 


or more) in the U.S. 


The methodology used in this study and the full report, 
Business R&D Intensity and Firm Size in Canada and the 
United States, by Thitima Songsakul, Bernice Lau and 
Daniel Boothby, can be accessed at 


www.ic.gc.ca/epic/site/eas-aes.nsf/en/h ra01967e.html. 
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BUSINESS Establishments 


According to Statistics Canada’s Business Register, there were 

2 342 029 business establishments! in Canada at the end 

of 2007 (Table 3), an increase of 1.3 percent from December 
2006. The number of businesses in the indeterminate category 

grew by 20 774, representing a 1.7-percent increase compared 
with the previous year. The number of employer businesses 
(ie. those establishments with at least one employee) grew 

by 26 484 to 1 077 047 in December 2007, an increase of 
2.5 percent. 


In December 2007, small businesses accounted for 97.8 percent 
of employer establishments. However, within small businesses, 
the share of micro-businesses (those with fewer than five 
employees) decreased compared with December 2006, whereas 
the share of businesses with 5-19 employees increased. 
Medium- sized enterprises represented 1.9 percent of employer 
establishments and large firms represented 0.3 percent of 


employer businesses in Canada. 


Provincially, Newfoundland and Labrador experienced the 


highest year-over-year increase in employer businesses at 


Source: Statistics Canada, Business Register, December 2007. 


nay consist of contract workers, family members and/or owners. 
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Table 3: Business Establishments by Size of Employment and ee or Territor 


Year-Over-Year 


Change (%) 


_ Province or Territory Grand Total Indeterminate! Total (2006-2007) 
Newfoundland and Labrador 27 074 9 085 17 989 8.6 
"Prince Edward Island 10 556 4 408 6 148 0.9 
| Nova Scotia 54 767 24 164 30 603 13 
New Brunswick 42 386 16 445 25 941 0.1 
Quebec 468 106 230 585 237 521 0.2 
Ontario 880 842 515 193 365 649 2.6 
Manitoba 74 619 39 590 35 029 Ale 
“Saskatchewan 89 083 52 246 36 837 -4.6 
“Alberta 331 214 182 159 149 055 0.2 
} British Columbia 357 038 188 565 168 473 0.4 
Yukon Territory 2 857 1 283 1574 -0.3 
|Northwest Territories 2 634 1019 1615 -4.0 
Nunavut 853 240 613 -3.0 
Canada Total 2342029 1264982 1077047 2.5 
Share of Employer Businesses December 2007 
December 2006 


8.6 percent, followed by Ontario at 2.6 percent. A decline in 
employer businesses of 4.6 percent occurred in Saskatchewan, 
the highest decrease across all provinces, followed by a decline 


of 4 percent in the Northwest Territories. 


The distribution of business establishments by province has 
been fairly stable for the last five years. As of December 2007, 
most business establishments were located in Ontario 

(37.6 percent) and Quebec (20 percent). The western provinces 
accounted for 36.4 percent of businesses and the Atlantic 


provinces for 5.8 percent. 


' For an individual business establishment to be included in Statistics Canada’s Business 
Register, the company to which it belongs must meet one of the following criteria: have 
at least one paid employee (with payroll deductions remitted to the Canada Revenue 
Agency), have annual sales revenues of $30 000, or be incorporated and have filed a 


federal corporate income tax return at least once in the previous three years. Some business 


establishments can belong to the same company and each company os sat] 


business establishment. a AF 
ff 
* The indeterminate category consists of incorporated or ais fporated businesses that aN 


do not have a Canada Revenue Agency payroll deductions acc (@ the workdyce pak 
i 
businesses may consist of contract workers, family members and 


: or oe 


2 


Employer Businesses 


Firm Size (Number of Employees) 


1-4 5-9 10-19 20-49 50-99 100-199 200-499 500+ 

10 381 3 874 1 926 1 156 342 161 Mit Dy 
3) lBy/ 1 402 813 510 159 64 32 11 
16 851 6 356 3 587 2 383 WGI. 400 171 78 
14 331 D933 3 108 2 040 649 289 133 58 
123 585 51 885 30 345 20 192 6 558 2 899 1 410 647 
198626 72943 44463 29 334 10 858 Beye) 2 883 1169 
17 510 7 570 4 839 3 149 1116 471 258 116 
20 102 7 787 4 625 2 837 860 351 188 87 
87619 27071 16 760 10 845 3715 1 806 913 326 
95239 34009 19 965 12 267 4 083 1 707 848 35») 
774 351 NN 170 37 17 12 2 
577 378 328 216 71 31 12 2 
157 152 131 118 35 15 4 1 
588909 219111 131101 85217 29260 13584 6 961 2 904 
54.7% 20.3% 12.2% 7.9% 2.7% 1.3% 0.6% 0.3% 
58.0% 16.6% 11.6% 8.4% 3.0% 1.4% 0.7% 0.3% 


"The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses 


JOB Creation 


According to Statistics Canada’s Survey of Employment, Payrolls 


and Hours, job creation in Canada rose by 297 141 (or 2.1 percent) 
in the first quarter of 2008 compared with the same quarter 
in 2007, reaching a total of 14 018 308 (Table 4). Over the 
12-month period that ended in the first quarter of 2008, 
employment for small businesses grew by 2.1 percent, which 
was higher than the growth recorded by medium-sized 
businesses (1.2 percent) but lower than that recorded by large 
businesses (2.5 percent). The contribution to job growth 
from small businesses was 38.9 percent. This contribution is 
slightly higher than the 10-year average of 37 percent. The 
contribution to job growth from medium-sized businesses was 


8.1 percent and 53.0 percent from large businesses. 


By province or territory, employment growth was lowest in 


Prince Edward Island (0.8 percent) and highest in Yukon 


(5.5 percent). Quebec and Ontario recorded 1.0 and 2.0 percent 
employment growth respectively. Employment growth was 
over 3.0 percent in five other provinces and the other 


two territories. 


Between the first quarter of 2007 and the first quarter of 2008, 
small business employment growth for Ontario (2.4 percent) 
was higher than the overall provincial employment growth 

rate; in contrast, small business employment growth in Alberta 
(0.9 percent) and British Columbia (2.7 percent) was lower | 
than the respective provincial employment growth rates. Small 
business employment growth was high in Newfoundland and 
Labrador (6.7 percent), Saskatchewan (4.2 percent), Yukon 
(4.2 percent) and Nova Scotia (4.1 percent), but very low in 
Alberta (0.9 percent), Quebec (1.2 percent) and Nunavut 


(-0.5 percent). 


Table 4: Year-Over-Year Change! in Payroll Employment’ by Province and Territory, Ist Quarter 2008 


2 Survey of Employment, Payrolls and Hours data exclude self- 
household services, religious organizations and military personnel of defence services. The data breaking down em 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, July 2008. 


» Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are include 
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Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


ployment by size of firm also exclude unclassified industries. 


d in the size category and territorial totals. 


employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 


Change % Contribution to Total Change (Number of Employees) 

Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q1 2007 2.1 281 472 DS 10.4 12.5 7S) 279 11.9 ey, 19.6 52.5 aml 
Q2 2007 1.8 253 803 -1.9 9.1 13.0 9,8 30.1 12.8 8.1 20.9 49.0 
Q3 2007 23 318 993 2.5 155 iiey 67 36.4 10.8 6.9 Ihe 45.9 
Q4 2007 DS 324 165 2.5 18.8 11.4 6.8 34.5 9.6 6.1 15x 49.8 
Q1 2008 Di 297 141 45 13.6 10.6 10.2 38.9 3.8 42 8.1 53.000 
Province and Territory Growth Rates (%) 
Newfoundland and 

Labrador 4.6 7 524 47 4.0 6.1 18.8 6.7 Bide 32.6 i) 41 
Prince Edward Island 0.8 404 a -0.7 48 0.3 2.0 1312 4.0 UH NS 
Nova Scotia 3.4 12 583 5.4 DS 3.8 6.4 41 5.9 -10.1 0.8 3.7 
New Brunswick US 4294 Sui 0.3 iN Sul 24 =2:3 65.0 10.6 -1.4 
Quebec 1.0 31 118 -2.9 1.5 DS 2.4 Te 1.5 3.3 2.0 0.4 
Ontario 2.0 105 775 3.3 1.8 DA 2.8 24 -0.9 i -0.3 2.5 
Manitoba 3.6 18 189 43 ik 2.6 Gal 34 ile 5.9 2.9 3.9 
Saskatchewan 3.9 15 705 5.3 3.6 2.5 6.7 4.2 7.6 3.1 6.0 3.0 
Alberta 24 39 952 2.0 1.8 -0.3 -0.1 0.9 -0.3 1.5 0.2 4.6 
British Columbia 3.3 59 420 0.2 42 3.1 1.7 By 44 Bi 2.6 42 
Yukon? 5.5 880 67 6.2 3.1 -2.0 4.2 -7.6 = = = 
Northwest Territories? 3.8 847 5.6 Ly -2.8 9.6 21 =13.3 — — = 
Nunavut’ 44 448 -16.3 10.7 3.0 Ay -0.5 17.4 = — _ 
Canada Total Dp 297 141 1.4 Dal Pah 2.7 Pu 0.8 2 Th) 2.5 


SELF-Employment 


According to the latest findings of Statistics Canada’s Labour Force 
Survey, the number of self-employed workers increased by 10.2 percent 
between 2000 and 2007, compared with 15.0 percent for employees. 
The occupational compositions of employed and self-employed 
workers have been stable during this period as the share of employed 
or self-employed workers in most occupational categories changed 


by less than one percentage point (Table 5). 


As of 2007, 39.9 percent of self-employed workers were incorporated, 
compared with unincorporated self-employed workers who represented 
59.2 percent of the sample. Since 2000, however, the share of 
incorporated self-employed workers has been growing at an average 
rate of 3.7 percent, compared with the 0.2 percent average growth 
rate of unincorporated self-employed workers. Higher incorporation 
rates may represent a greater commitment to self-employment 


by individuals. 


Among incorporated self-employed workers with paid help, 
employment in health occupations and trades, transport and 
equipment operators witnessed the largest percentage increases of 
5.1 and 4.4 percent respectively. Self-employment in natural and 
applied sciences recorded the least growth, at 0.4 percent, during 


this period. 


The largest share of incorporated self-employed workers without paid help 
was observed in the natural and applied sciences category, representing 
36.5 percent. Although only 9.4 percent of the sample were represented 
in health occupations, this category experienced an annualized average 
growth of 18.3 percent between 2000 and 2007, resulting in an increase 
of approximately 9000 incorporated self-employed workers without paid 


help in this field. 


In contrast, from 2000 to 2007, the average growth rate of 
unincorporated self-employed workers with paid help has declined 
across all occupational categories except one. While the majority 

of self-employed workers are unincorporated and without paid help, 
and had an average growth rate of 0.7 percent, their incorporated 
counterparts recorded an average growth rate of 6.3 percent during 


this period. 


(continued on page 6) 
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In today’s world of rapid technological change, new technologies 
are the key to economic growth, resulting in many products 
having short life cycles and being readily replaced in the 
marketplace by new technology. 


To survive, a company needs to continually expand its product 
line, level out seasonal swings and add to profitability with 

a proven product. Companies may not have the internal skills, 
time or money to develop their own new products, so obtaining 
a proven product quickly through licensing is often seen as 

a solution. 


Licensing involves obtaining permission from a company 

(the licensor) to manufacture and sell one or more of its products 
within a defined market area. The company that obtains these 
rights (the licensee) usually agrees to pay a royalty fee to the 
original owner. 


Some advantages of product licensing are: 


¢ Opportunities to break into new markets based on the experience 
of others. 


Minimizing costs and risks — no research and development costs 
and the firm only pays royalties when it starts making sales. 


No large losses if the product doesn’t succeed in the market. 
Some disadvantages of product licensing are: 


* New technology may become available, making the licensed 
opportunity obsolete. 


The agreement may force the licensee to accept restrictions on 
its marketing. 


The licensee may lose the capacity to develop its own technology 
internally. 


For further information on product licensing and other ways of 
starting or managing a business, contact the Canada Business 
service centre nearest you. 


THREE service channel... 


CanadaBusiness.ca 


1 888 576-4444 
1 800 457-8466 (TTY) 


Canada Business 
Network 


Table 5: Self-Employment in Canada, Share by Category of Worker and Occupation, 2000 and 2007 
lea ene ee 


Incorporated Unincorporated 
Employees Self-Employed With Paid Help Without Paid Help With Paid Help Without Paid Help 
SS 
Number of : , ae - as : ee . 
Number of Self. Share within Annualized Share within Annualized Share within Annualized Share within Annualized 
Share (%) Employees Share (%) E ‘i re Occupation Average Occupation Average Occupation Average Occupation Average 
(000) Boney Category Growth Category Growth Category Growth Category Growth | 
ee _ ; 
2000-— 2000- 2000— 2000- 
2000 2007 2007. 2000 2007 2007 2007 2007 2007 2007 2007 2007 2007 2007 
hi aie Se eS 
Occupation (Percent) (Percent) 
eA a ee SS ea eee 
Business, finances and 
administration 19 AOS Zf{IoD 10.0 10.9 285.3 21.7 We 21.6 75 7.6 -0.13 46.5 2 
Health occupations So Su! 864.5 44 5:4 140.8 22.8 Spl 9.4 18.3 21.4 -2.67 46.3 6. 
Management occupations Wee 1 006.4 19.6 19.0 496.5 46.8 0.5 14.5 6.7 13.0 -2.49 254i 1 
Natural and applied sciences TAD te 1 050.5 48 5.2 136.3 17.2 0.4 36.5 4.5 3.8 -2.02 42.4 2 
Art, culture, recreation 
and sport wp) 23, 324.1 6.2 7.1 186.3 Ted 27 16.6 8.6 ayall -0.25 73.2 2) 
Social science, education 
and government 8.1 9.0 1 276.5 Oo 8) 164.7 9.8 i) 8.8 2.1 11.2 -2.52 70.1 iy 
Primary industry 21 Asi 293.0 ey — it) 286.5 15.5 3.0 5S) 4.9 11.2 -3.33 53.9 -2 
Sales and services occupations 25.3. 25.9 3 686.8 16.5 16.0 418.2 14.3 1.8 14.0 4.5 7.7 -0.98 62.9 0 
Trades, transport and | 
equipment operators 145 14.5 2 065.9 ily les 454.9 20.7 44 21.1 6.8 9.9 -0.47 47.9 - 
Occupations unique to 
processing, manufacturing 
and utilities 8.6 6.5 930.2 Mey e7/ 45.6 Syl Mp) 18.0 a2 11.4 1.77 32.5 -] 
Total, all occupations 100.0 100.0 14251.4 100.0 100.0 2 615.0 22.7 1.9 GP 6.3 10.0 -1.79 49.2 ( 


*Includes unpaid family workers. 


Source: Statistics Canada, Labour Force Survey, 2000 and 2007. 


BUSINESS financing 
Angel Groups Help Dreams of Entrepreneurs Soar 


Angel investors are very important for some types of small tremendous risk, with over half the investments closing with a 
businesses but, as their name suggests, they are mostly invisible loss of principal.* 


to those who have not benefited from their influence and Ahonen (eps ene her call 
affluence. Angels invest $3.5 billion dollars each year in ae ae : oh ee meinabr eh 
best-practices philosophy to generate high overall returns. 


Canada according to a report produced by Industry Canada. ' ; 
Angels first evaluate a start-up firm’s plan and then supply 


Angel investors are successful business people who expect money, business experience and networking opportunities 

a high return on their capital. This expectation is often met to those firms deemed to have a suitable combination of 

— North American angels collaborating in formal groups innovation, growth potential and congruence with the investor 
achieved an annualized rate of return of 27 percent over the areas of expertise. 


1990-2007 period — but to attain those earnings, angels bear 
(continued on page, 
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(continued from page 6) 


Anecdotal evidence suggests angels that participate in organized 
se g g 


groups achieve better returns than their solo counterparts, so it comes 


as no surprise that angels are increasingly joining forces. Across Canada, 
the number of active angel groups is growing, with 21 listed on 


the National Angel Organization’s (NAO’s) website 


(www.angelinvestor.ca/Angel Directory.asp). In addition, the NAO 


is developing 10 new angel groups.? The incentives for angels to work 
g Sel g 


together are numerous, but three key motivators are reduced time for 
finding new prospective investments, reduced risk, and collaboration 


opportunities to share cross-industrial expertise and best practices. 


For entrepreneurs seeking equity financing, the increasing number 
of angel groups contributes to more than easier access to financial 
capital. Angel groups are able to simplify the task of presenting a 


business plan, and more importantly they allow entrepreneurs to 


draw advice from all of the group’s angels. In fact, angels who became 


involved (in a mentorship manner) with the company after the initial 
investment had better returns than angels who had little company 
participation.” As well, angels who provided additional rounds of 


equity financing also had better-than-average returns.° 


Angel groups also allow novice angels (who may be experiencin 
gel group g y p g 
difficulty in finding senior angels from whom to learn the trade) an 
} g g 
Opportunity to interact with individuals who are otherwise protective 
of their privacy. Business owners interested in becoming angels can 
also use this Opportunity to tap a wealth of wisdom and instruction. 
By fostering these entrepreneur-to-entrepreneur relationshi s, angel 
} g P P p 
groups help “to take Canadian companies onto the global stage and 


to succeed.”® 


Business angel groups offer quality private-equity financing to 
deserving entrepreneurs and quality data to existing angel investors 
and business owners seeking investment opportunities. Additional 
information on angel groups can be found on the National Angel 


Organization's website at www.angelinvestor.ca. 


Riding, A. “Estimating Informal Investment in Canada.” Prepared for Small Business Policy 


Branch, Industry Canada, 2005. 


*Wiltbank, R. and W. Boeker. “Returns to Angel Investors in Groups.” Ewing Marion Kauffman 
Foundation, 2007. 

* Standing Committee on Industry, Science, and Technology. Oral remarks by W. D. Mothersill, 
page 5, 2008. 

Wiltbank, R. and W. Boeker. “Returns to Angel Investors in Groups.” Ewing Marion Kauftman 


Foundation, 2007. 
Ibid 


Standing Committee on Industry, Science, and Technology. Oral remarks by J. Simoneau, 2008. 
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(Www.entre-net.org) 


CREATING a Culture of Global 
Collaboration for Advancement of 
Entrepreneurship 


ENTRENET is an online knowledge network that brings 
Canadian researchers, educators, students and practitioners 
together to share and advance best practices, research and 
education in social and business entrepreneurship. 


The field of entrepreneurship education has just begun to emerge 
in the last decade, with recognition of the importance of a 
strong entrepreneurship framework around the advancement of 
innovation. However, the knowledge and expertise surrounding 
this topic is often isolated and not shared within the broader 
entrepreneurial community. 


ENTRENET was created as a means to share valuable research 
and educational practices in various social, economic and political 
contexts in a single place. Through this network, members have 
the ability to create their own online community and collaborate 
with peers on new ideas; connect with pertinent individuals 

and organizations; raise professional profiles, knowledge and 
experience; reach a broader audience; and augment the level 

of learning infrastructure for entrepreneurship. The network is 
designed to host the latest news, publications, forums and events 
from its members. 


A group of four Canadian universities, engaged in 
entrepreneurship programming, were involved in the inception 
and design: McGill, Waterloo, Wilfrid Laurier and Acadia. 
ENTRENET (www.entre-net.org) is hosted by the IGLOO 
network. IGLOO began as a five-year, $15-million project 
funded by the Centre for International Governance Innovation 
(CIGI). CIGI was founded and supported, in part, by Jim 
Balsillie, Co-Chief Executive Officer of Research In Motion 
(RIM), and the Ontario Ministry of Research and Innovation. 

Its mandate is to produce a free online network that facilitates and 
promotes knowledge exchange among individuals and institutions 
working on, studying or advising on global issues. Some of its 
partners are the Canadian International Development Agency 
(CIDA), Department of Foreign Affairs and International Trade 
(DFAIT) and Parliamentary Centre. 


The goal of ENTRENET is to become the leading source for 
generating the exposure of global knowledge of entrepreneurship 
practices and to facilitate cross-disciplinary and interdisciplinary 
knowledge sharing at all levels of social and business 
entrepreneurship experiences and practices. With its roots in 
Canada, ENTRENET is aimed at the global entrepreneurship 
community for input and output. 


RECENT Developments 


PROFILE OF GROWTH FIRMS: 
A Summary of Industry Canada 
Research 


The Small Business Policy Branch of Industry Canada recently 
released a summary of research conducted on high growth 
firms. The Profile of Growth Firms uses a database that covers 
the universe of all firms and highlights not only the economic 
importance of growth firms but also their characteristics. 
Demonstrated in the report is the tremendous leverage these 


particular firms offer in terms of employment creation. 


Furthermore, the profile provides details of this job creation 


by firm, size, region, industry and age of firm. 


For more details on the study, and a copy of the profile, please visit 


www.ic.gc.ca/epic/site/sbrp-rppe.nsf/en/h rd01200e.html. 


Small Business Quarterly 
Small Business Policy Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business Policy Branch of 
Industry Canada. 


If you want to subscribe, please send your request to 
prg-sbpb@ic.gc.ca. If you have questions or comments about 


the content, please send them to the editor: 


Manique Weerasinghe 
Email: weerasinghe.ranmalmanique@ic.gc.ca 


Small Business Policy Branch 
Industry Canada 

235 Queen Street 
Ottawa ON K1A 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 


Website: www.ic.gc.ca/sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
this publication may be reproduced, in part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence ts 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: copyright.droitdauteur@communication.gc.ca 


Cat. No. C12-18/10-2 
ISSN 1205-9099 
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SMALL AND MEDIUM-SIZED 
ENTERPRISES 


Data Warehouse 


Statistics Canada recently announced that data are now 
available on small and medium-sized enterprises (SMEs) in 
Canada through the SMEs Data Warehouse. The warehouse, 
which contains a census of all such enterprises by year from 
2001 to 2006, contains comprehensive and integrated data 
on core business characteristics aimed at supporting future 


research on and analysis of SMEs. 


The initiative provides general characteristics and performance 
indicators related to small and medium-sized enterprises. 

The data warehouse is based on existing administrative data 
sources from Statistics Canada and the Canada Revenue 
Agency. The database enables tabulations on general business 
demographic statistics, including business counts, employment 
and revenue, by industry, size and geography. Also provided 

is information on business entry and exits and on business 
performance indicators such as high growth measures, gazelles 


and survival rates. 


Custom tabulations are available through Small Business and 


Special Surveys Division on a cost-recovery basis. 


For more information, or to inquire about the concepts, 
methods or data quality of this release, contact Client Services 
(toll-free: 1-877-679-2746), Small Business and Special 


Surveys Division. 


UPCOMING Lvent 


2008 NATIONAL ANGEL SUMMIT 


The National Angel Organization (NAO) is hosting the 2008 
National Angel Summit in Halifax, Nova Scotia, October 
15-17. The theme for the summit is “Networking, Strategy, 
Leadership: A Forum for Smart Investing” and will focus on a 
variety of angel-specific topics such as bridging funding gaps, 


ideas to exit and best practices. 


For the full agenda and information on how to register, please 


visit www.angelinvestor.ca/Events.asp. 


Ee 
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Trends 


The number of payroll employees increased in the first 
quarter of 2008 by 289 853 compared with the first 
quarter in 2007, corresponding to an annual growth rate 
of 2.1 percent. Small businesses! contributed 40.5 percent 
of the job growth in the first quarter of 2008, while large 
firms contributed 52.3 percent. The contribution from 
medium-sized firms decreased to 7.2 percent from 


19.4 percent recorded a year earlier. 


The number of self-employed workers was 2 622 500 
in the second quarter of 2008, which was 0.6 percent 


lower than in the second quarter of 2007. 


In the second quarter of 2008, 60.7 percent of self- 
employed workers held a post-secondary certificate/ 
diploma or a university degree, compared with 


58.2 percent of employees. 


The value of business insolvencies, which include 
bankruptcies” and proposals,’ was almost $1.3 billion in 
the second quarter of 2008, a decrease of 8.4 percent 


from the previous quarter. 


The sum of non-mortgage outstanding business loans 
from chartered banks increased by 16.3 percent, from 
$151.7 billion to $176.4 billion, from the first quarter 
of 2007 to the first quarter of 2008. 


"Small businesses are defined as having fewer than 100 employees, 
medium-sized businesses having 100 to 499 employees and large 
businesses having 500 or more employees. 


* Bankruptcy refers to the liquidation of the debtor’s business 
assets and the end of the commercial entity’s operations. 


* Proposals involve the settling of debts between the debtor and 
the creditors while still allowing the business to continue 


operating. 


EXPLORING SME EXPORTING 
Opportunities and Challenges 


Border issues with the United States were shown to be a challenge for most 
Canadian small and medium-sized enterprises (SMEs) in a recent study by 
researchers at the Western Centre for Economic Research at the University 
of Alberta. The report titled, “Reaching Out: Exploring SME Exporting 
Opportunities and Challenges,” aims to further the understanding of the issues 
facing SMEs, based on evidence from western Canadian SMEs, as they 


explore opportunities for further growth and profit in export markets. 


Challenges 


As conditions related to the passage of goods and people across the Canada- 
U.S. border have changed in recent years in response to security and 
terrorism concerns, so too has the impact of border security on SMEs. The 
study finds that 43.5 percent of firms exporting to the U.S. market feel that 
their export activities are affected by cross-border security policies. Figure 1 
illustrates the percentage of firms encountering specific difficulties affecting 
their business operations, and ranks shipment delays at the U.S. border as 


the number one difficulty, identified by 77 percent of respondents. 


Besides the challenges imposed by border issues, more than 25 percent of 
firms also reported inadequate 
customs information to be a 
prominent barrier, making this 
issue the second largest external 


barrier for western SMEs. PEE 
Job Creation 


Self-Employment 


(continued on page 2) 
Canada Business Services — 
Business Financing 
Intellectual Property 


Recent Developments 


(continued from page 1) 


Shipment delays at U.S. border 


Increased costs passed on 
by transport carrier companies 


Delayed shipping 

Additional security compliance costs 
Lower profits 

Reduced customer service 

Disruption of just-in-time delivery 
Increased security-related insurance costs 
Increased storage and warehousing costs 


Increased inventory requirements 


Other 


Generating additional resources was also seen as a barrier. 


This study confirms the general notion that smaller firms are 


less likely to export than larger firms because they are less able 


to access resources: firms with 1 to 4 employees were almost 


twice as likely as firms with 50 to 100 employees to have 


difficulties finding additional resources. 


Opportunities for Exporting 


Past experience in an exporting business or in working ina 


foreign country provides the opportunity to acquire market 


information, which is a predisposition to export. Half of the 


Figure 1: U.S. Border Issues 


20 30 40 50 60 70 80 
Percentage of firms 


Source: Western Centre for Economic Research, University of Alberta. 


firms reporting an initial intention to enter the U.S. market 


had owners with export experience, compared with 20 percent 


of firms in which owners had no export experience. 


Furthermore, the study indicates that personal connections are, 


for smaller firms, the most prevalent means of gaining market 


access — almost half of respondents selected this option over 


alternative choices such as the use of agents or distributors, and 


the Internet (Figure 2). More formal methods, such as federal 


and provincial trade agencies, partnerships, joint ventures, 


co-licensing agreements and export management companies, 


were much less prevalent. 


Personal connections 
Agent/distributor 

Internet 

Trade shows 

Federal/provincial trade agencies 
Project participation 

Joint venture 

Co-licensing agreement 


Export management company 


Other* 


Figure 2: How Do Exporters Find Markets? 


Wl US. markets 
( Other international 


markets 


20 30 40 50 
Percentage of firms 


* Other includes word of mouth, advertising, indirect exporting and cold calls. 
Source: Western Centre for Economic Research, University of Alberta. 
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The above findings are only partial results of the study, which 
examined business exports to U.S. and other international 


markets based on a 2007 survey of 387 firms with less than 


perceived barriers to exporting, and indirect exporting and the 


role of foreign suppliers. 


Reachin t: Explorin ti tuniti 
100 employees. Most firms were in the manufacturing sector, SE POE TEs COE Sia 
. . Challenges, by Edward J. Chambers and Williams J. Shaw, can 
supplemented by a few firms in professional and technical 
’ ' : be accessed at www. business. ualberta.ca/weer/publications/ 
services. The study was organized around four themes: the role 


bulletins/100-119/109 .pdf. 


of exports in growth strategies, how firms find export markets, 


BUSINESS /nsolvencies 


By the end of the second quarter of 2008, there were 


Recent figures indicate that in the second quarter of 2008, 
1922 business insolvencies, which included 1611 bankruptcies 


the value of insolvency liabilities declined by 8.4 percent 
from the previous quarter, but increased by 21.1 percent 
year-over-year. This increase is due to the exceptionally high 


value of insolvencies recorded in the information and cultural 


and 311 proposals. Compared with the previous quarter, 
the volume of bankruptcies decreased by 2.9 percent, while 


proposals decreased by 14.3 percent, resulting in a 4.9 percent 


_ decrease in the overall volume of business insolvencies. A year- industries in 2007. In the second quarter of 2008, the value of 
| Over-year comparison from the second quarter of 2007 reveals bankruptcy liabilities fell by 3.0 percent and proposal liabilities 
_ a 1.8 percent decrease in the number of business insolvencies, declined by 26.8 percent. Year-over-year, proposal liabilities 


| which was influenced mainly by the decrease in the number 


fell by 8.5 percent, while bankruptcy liabilities increased by 
of proposals by 11.9 percent. 


30.5 percent, principally in the information and cultural industries, 


we ae but also in public administration and construction industries. 
_ Although Table 1 exhibits sporadic increases and decreases 


| between Q1 2007 and Q2 2008, the number of business 

_ insolvencies has been decreasing continually over time, from 

| a peak of 4111 business insolvencies in the first quarter of 

| 1996. ‘The decline is mainly due to a drop in the number of 

_ bankruptcies as the number of proposals has stayed relatively 
stable since 1996 at about 520. 


Table 1: Total Insolvencies, Bankruptcies and Proposals and 
Associated Liabilities 


Insolvencies Bankruptcies Proposals 

Liabilities Liabilities Liabilities 
| Volume ($ 000) Volume ($ 000) Volume ($ 000) 
Q1 2007 2099 3 SH Woe 1 745 3 718 389 354 258 708 
! Q2 2007 1517; OAL S59) 1 604 814 591 353 256 968 
: | Q3 2007 1 738 939 070 1 437 654 297 301 284 773 

Q4 2007 1 818 779393 1 507 534 931 311 244 462 
QI 2008 2 022 1 416 836 1 659 1 095 720 363 321 116 
; Q2 2008 12922 1 298 018 1 611 1 062 879 311 235 139 
| % Change 
QI 2008-Q2 2008 49 -8.4 2.9 3.0 -14.3 -26.8 
| Q2 2007-Q2 2008 -1.8 21.1 0.4 30.5 -11.9 -8.5 

Source: Office of the Superintendent of Bankruptcy Canada (www.osb-bsf.gc.ca). 
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JOB Creation 


According to the latest Survey of Employment, Payrolls and 


Hours from Statistics Canada, the number of payroll employees 
increased in the first quarter of 2008 by 289 853 compared 
with the first quarter of 2007. This represents an annual 
growth rate of 2.1 percent (Table 2). The year-over-year 
contribution to employment growth from small businesses 


was 40.5 percent in the first quarter of 2008, which was 


Quarter 


ee — ee 


Q1 2007 

Q2 2007 

Q3 2007 

Q4 2007 

Q1 2008 

Industry 

Forestry 

Mining and Oil and Gas Extraction 
Utilities 

Construction 

Manufacturing 

Wholesale Trade 

Retail Trade 

Transportation and Warehousing 
Information and Cultural Industries 
Finance and Insurance 

Real Estate and Rental and Leasing 
Professional, Scientific and Technical Services 
Management of Companies and Enterprises 


Administrative and Support, Waste 
Management and Remediation Services 


Educational Services 

Health Care and Social Assistance 

Arts, Entertainment and Recreation 
Accommodation and Food Services 

Other Services (excluding Public Administration) 


Public Administration 


Canada total 


DN 


2.3 


ed 


Del, 
3.6 
DA 


Change 
Jobs 0-4 5-19 20-49 50-99 
285 728 ale 9:9) ES) Us: 
246 684 -1.8 9.4 13.6 9.6 
314 148 DH 15.8 12.0 6.6 
319 939 -2.4 18.9 LL) 6.7 
289 853 4.3 14.3 11.6 10.4 
-3 164 -591 -750 458 234 
7 348 357 623 836 1 077 
1 630 68 100 207 235) 
56 935 3 421 14 932 9 894 6 424 
-72 447 1 609 -2 696 -3 210 -7 254 
8 481 -1 183 262 -29 5 364 
71 187 -3 803 4 402 5 262 9 135 
1579 1 494 2 606 499 -119 
5 718 296 -890 749 1 832 
15 324 791 -1 752 -1 625 116 
5 958 2 823 -1 305 EY) 569 
5 770 2 842 4679 3 730 3 968 
5 870 515 -590 331 -214 
19 788 815 4585 3/2 685 
25 184 -20 923 -92 275 
38 998 -1 693 UI) 3 167 By oye)! 
1 907 1 -356 1 859 -13 
37 982 L728) 2 863 3 162 4172 
1392. 2 866 4 826 4672 DOD 
28 417 49 1055 1585 1312 
289 853. 12386 41309 33687 30081 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2008. 


! Year-over-year net change in payroll employment is calculated as the variation between the level of employment in 


% Contribution to Total Net Change (Number of Employees) 


5.4 percentage points higher than during the fourth quarter of 
2007. The contribution to employment growth from medium- 
sized businesses has decreased in the last four quarters from 
20.9 percent to 7.2 percent. Large businesses have maintained 
their contribution to job creation, representing approximately 
half of the employment growth in Canada from the first 


quarter of 2007 to the same period in 2008. 


Table 2: Year-Over-Year Net Change! in Payroll Employment’ by Industry, First Quarter 2008 


0-99 100-299 300-499 1 00-499 500+ 
Oi, 11.8 7.6 19.4 52.9 
30.7 12.2 8.7 20.9 48.4 
37.1 9.8 6.6 16.4 46.5 + 
35.1 8.6 6.3 14.9 50.0 | 
40.5 2.6 4.6 Ge 52.314 

Growth (Jobs) | 
-649 -896 -217 -1 113 -1 402 
2 893 -395 595 200 4254 | 
610 732 -635 97 923 
34 671 12 684 2.909 15 593 66n | 
Sl S53 DRESS -860 -13 716 Az 13m 
4414 2021 -3. 564 -1 543 5610 | 
14 996 1744 -1 000 744 55 448 | 
4 480 -2 749 2737 12 10911 | 
BGS -1 064 -960 -2 024 10 917 
-2 470 445 29 474 17 320 | 
2 244 2 046 iis 8 888 2827 
15219-4893 1 677 -3 216 6 234, 
42-1269 1560 291 5 536 
9657  — --2770 728 3 498 13.630 
1 086 976 1 650 2 626 21 472 
12 856 296 2989 3 285 22 854 
1491 -68 1 243 1175 -759 
11 926 7153 4515 11 668 14 387 
14 721 3 269 1 872 5 141 -6 27C| 
4001 3.029 806 3 835 20 58 
117 463 7 439 13 460 20 899 


151 493) 


a given quarter and the leyel in the same quarter a year before. 


> Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 


household services, religious organizations and military 


personnel of defence services. The data breaking down employment by 


size of firm also exclude unclassified industries. 


(continued on page 5 
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(continued from page 4) 


In the first quarter of 2008, the year-over-year employment growth 
was highest in the construction sector at 8.4 percent, followed by 
management of companies and enterprises (6.2 percent), retail trade 
(4.1 percent), accommodation and food services (3.9 percent) and 
mining and oil and gas extraction (3.9 percent). The industries 

where small businesses produced the greatest increase in employment 
occurred in the construction (34 671 jobs) and professional, scientific 


and technical services (15 219 jobs) sectors. 


Compared with the first quarter of 2007, the forestry and manufacturing 
sectors experienced a year-over-year decline in employment of 

6.4 percent and 4.1 percent respectively. The manufacturing sector 
experienced the greatest number of jobs lost at 72 447, of which about 
16 percent (11 551 employees) occurred among small businesses 


and 65 percent (47 181 employees) among large businesses. 


SELF-Employment 


Using the latest results from the Labour Force Survey, Table 3 provides 
a breakdown of the educational attainment of employed individuals 
and various categories of self-employed workers from the second 
quarter of 2007 and the second quarter of 2008. During this period, 
the number of self-employed workers decreased by 0.6 percent and 
the number of employed workers increased by 2.4 percent. The 
educational shares of employed and self-employed workers have been 
stable during this period, with changes of less than or equal to 


0.6 percent. 


Self-employed workers were more likely than employed workers to 
hold a post-secondary certificate/diploma or a university degree, but 
they were also more likely not to have graduated from high school. 

In the second quarter of 2008, 60.7 percent of self-employed workers 
held a post-secondary certificate/diploma or a university degree, 
compared with 58.2 percent of employed workers. On the other 
hand, 13.4 percent of self-employed workers did not complete high 
school, compared with 12.8 percent of employed workers. However, 
the number of self-employed workers with 0-8 years of education 
dropped by 11.6 percent between the second quarter of 2007 and 


the second quarter of 2008. 


Generally, across all self-employment categories, the majority of self- 
employed workers were found to have higher levels of education. 
In the second quarter of 2008, the category with the highest share 


of individuals with a post-secondary certificate or diploma, at 


(continued on page 6) 
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KEY Jnternational Trade Data 


Canada Business provides Canadian SMEs with the following 
international market analysis tools developed by the International 
Trade Centre, as part of the United Nations Conference on Trade 
and Development/World Trade Organization located in Geneva, 
Switzerland. 


Trade Map provides data on export performance, international 
demand, alternative markets, and the role of competitors from 
participating countries and territories, allowing businesses to: 


analyze present export markets; 
obtain an overview of competitors in global and specific markets; 


review opportunities for product diversification in a specific 
market; and 


identify existing and potential bilateral trade with any partner 
country. 


Product Map gathers information on 72 industries that can be used 
for international market research and business development, providing 
those interested with: 


extensive international trade statistics for more than 
180 countries and territories; 


market analysis tools that provide insight into global 
market trends; and 


tools for identifying international trade opportunities in 
the product categories. 


Market Access Map provides customs tariffs (import duties) and 
other measures applied by 186 importing countries to products 
from 239 countries and territories. 


A direct link to these tools can be found following this article in 
the online November SBQ issue at www.ic.gc.ca/SMEquarterly. 


For general information on business start-up and growth, contact 
your local. member of the Canada Business Network. 


THREE service channel... 


CanadaBusiness.ca 


1 888 576-4444 
1 800 457-8466 (TTY) 


Canada Business 
Network 


(continued from page 5) 


35.3 percent, was incorporated self-employed workers without 
paid help. Unincorporated self-employed workers with paid 
help had the highest share of individuals with a university 


degree, at 31.4 percent. 


However, between the second quarter of 2007 and the second 


quarter of 2008, the share of unincorporated workers with paid 


help with a post-secondary certificate or diploma experienced 
the largest decline, 4.1 percentage points (from 32.7 percent to 
28.6 percent). In contrast, the largest gain, 1.4 percentage points 
(from 27.0 percent to 28.4 percent), was recorded among those 
with a university degree who were incorporated self-employed 


workers without paid help. | 


Table 3: Share of Self-Employed Workers! and Employees 
by Category of Worker and Education Level, Canada, Q2 2007 and Q2 2008 | 


Incorporated — Proportions Unincorporated — Proportions | 
pound bees Nis eae ae See 


With Paid Without Paid With Paid Without Paid | 
Employed Self-Employed Help Help Help Help 
Share (%) Share (%) Share (%) Share (%) Share (%) Share (%) 

Q2. Q2 Percent Q2 Q2 Percent Q2 @ Q2 Qa oy ney: Q2.Q2| 
Education level 2007 2008 change” 2007 2008 change? 2007 2008 2007. +=.2008 2007 2008 2007 2008) 
0-8 years 2.4 23 -2.8 4.0 Sh) -11.6 Daf DS) ake, 2.4 BH) 4.8 4.5 By) | 
Some high school 10.7 10.5 lee, ra) SHS) 5.4 ao) 3) 8.0 9.3 9:5 10.2 10.1 10.1 | 
High school graduate 20.3 19.9 0.2 its) Ohi -2.3 1S).5} 19.3 18.0 18.3 19.1 WAG WHS, 195) | 

Some post-secondary 8.7 eit 6.8 6.3 6.7 5.4 6.0 6.3 6.8 6.3 Due) 7.2 6.4 7.0 
Post-secondary certificate 34.9 34.9 2D 34.6 34.2 -1.6 35a 34.3 36.9 S}5 0) 32.7 28.6 34.3 35.0 | 
or diploma 
University degree 23.1 259) 3.4 26.4 26.5 0.2 28.9 27.8 27.0 28.4 29.3 31.4 24.7 24.6 | 

All levels 100.0 100.0 2.4 100.0 100.0 -0.6 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 


Source: Labour Force Survey, Statistics Canada. 

' Unpaid family workers are not shown in this table due to their small number. 
2 Percent change in employed workers from Q2 2007 to Q2 2008. 

> Percent change in self-employed workers from Q2 2007 to Q2 2008. 


BUSINESS financing 


The most recent data from the Bank of Canada indicate that 
the sum of non-mortgage outstanding business loans from 
chartered banks increased from $151.7 billion to $176.4 billion, 
a 16.3 percent increase, from the first quarter of 2007 to the 
first quarter of 2008 (Table 4). The largest component of 

loans is denominated in Canadian currency, but the increase 

in outstanding loans is mostly due to an increase of loans in 
foreign currency (49.0 percent increase). Facing a strong dollar, 
Canadian companies had the opportunity to purchase material 
and equipment from abroad to increase their productivity and 


maintain their competitive edge. 


Overall (domestic and foreign currency) outstanding loans 
in the mining sector grew over the year by 77.9 percent, 
reaching a ten-year high of $4.9 billion in the first quarter 
of 2008. Yet, the outstanding loans in foreign currency in 
that sector increased by 124.9 percent over the same period. 
The manufacturing sector saw outstanding loans in foreign 
currency rise from $9.4 billion in the first quarter of 2007 
to $16.9 billion by the first quarter of 2008, an increase of 
79.4 percent. 


. 


(continued on page 7) 
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The overall sum of outstanding loans to unincorporated business 
followed an opposite trend. While the overall sum increased by 
4.2 percent, the amount in foreign currency fell by 55.3 percent 
(from $275 million to $123 million) over the year ending at the 
first quarter of 2008. 


While the construction and real estate market in the U.S. has 
experienced significant negative changes, outstanding loans to this 
sector in Canada increased from $29.1 billion to $35.5 billion, 

an increase of 22.1 percent. This is the highest level in outstanding 
loans over the last ten years. The energy sector experienced a slight 
decrease of 14.8 percent, mostly due to a 20.7 percent fall in 


outstanding loans from its peak of $7.5 billion recorded in the 


second quarter of 2007. 


Table 4: Non-Mortgage Business Loans 
from Chartered Banks by Industry 


Ql Ql % Change % Change 

($ billions) 2007 2008 Total Foreign 
Primary Sector 27.8 29.5 6.1 23.4 
Mining Dif 4.9 Ti 124.9 
Energy 7.0 6.0 -14.8 -49.2 
Manufacturing 31.1 38.4 23.7 79.4 
Construction and Real Estate 29.1 355 22 20.0 
Transportation and Communication 10.7 15.1 40.4 32:1 
Wholesale and Retail Trade 26.5 29.6 11.4 36.8 
Services 26.1 28.3 8.6 53.3 
Total Non-Mortgage Business Loans 151.7 176.4 16.3 N/A 
Canadian Dollars 129.2 142.9 10.6 N/A 
Foreign Currency’ 22.5 33.5 49.0 N/A 
Coe i 


* Converted into Canadian Dollars. 


Source: Bank of Canada, Banking and Financial Statistics, Table C7, August 2008. 
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ECTUAL 
7 operty 


CANADIAN Jntellectual Property Office 


Inventions and creative works are referred to as intellectual 
property (IP), which includes patents, trademarks, copyrights, 
industrial designs and integrated circuit topographies. The 
Canadian Intellectual Property Office (CIPO), a Special 
Operating Agency associated with Industry Canada, is responsible 
for the administration and processing of the greater part of 
intellectual property in Canada. 


Establishing IP assets to protect inventions and creative works is 
an important consideration when starting a business. The use of 
the IP system may assist in business development and competitive 
strategy at many stages: from product development to product 
design, from service delivery to marketing, and from raising 
financial resources to exporting or expanding your business abroad 
through licensing or franchising. 


Forms of IP Protection 


e Patents cover new inventions (process, machine, manufacture, 
composition of matter) or any new and useful improvement of 
an existing invention. 


Trademarks are words, symbols or designs (or a combination of 
these) used to distinguish the wares or services of one person or 
organization from those of others in the marketplace. 


Copyrights provide protection for artistic, dramatic, musical or 
literary works (including computer programs) and three other 
categories: performance, sound recording and communication signal. 


Industrial designs are the visual features of shape, configuration, 
pattern or ornament (or any combination of these features) 
applied to a finished article of manufacture. 


Integrated circuit topographies refer to the three-dimensional 
configurations of electronic circuits embodied in integrated 
circuit products or layout designs. 


The booklet on IP entitled Stand out from your competitors can be 
found at cipo.ic.gc.ca/epic/site/ci rnet-internetopic. 
nsf/en/wr00820e.html. The booklet introduces readers to the 
basic principles of the Canadian IP system, administered for the 
most part by CIPO, and will show readers how IP can become 
integrated into businesses. 


RECENT Developments 


WORLD BANK REPORT: 
Doing Business 2009 


Released in September 2008, the World Bank report Doing 
Business 2009 provides an annual assessment of the regulatory 
reforms and administrative process of complying with 
regulations that impact the ease of doing business across 

181 countries. Using the results from ten indicators, the report 
shows that Canada has maintained an eighth place ranking, 
over the past two years, on the ease of doing business. Canada 
continues to be ranked among the top ten countries in the 


following three areas: second for starting a business, fifth for 


protecting investors and fourth for closing a business. 


For more information or a COpy of the report, visit 


www.doingbusiness.org. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you want to subscribe, please send your request to 
prg-sbpb@ic.gc.ca. If you have questions or comments about 


the content, please send them to the editor: 


Manique Weerasinghe 

Email: ranmalmanique.weerasinghe@ic.gc.ca 
Small Business and Tourism Branch 
Industry Canada 

235 Queen Street 

Ottawa ON K1A 0H5 

Tel.: 613-941-1462 


Fax: 613-946-1035 
Website: www.ic.gc.ca/ sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
this publication may be reproduced, in part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: copyright.droitdauteur@communication.ge.ca 


Cat. No. C12-18/10-3 
ISSN 1205-9099 


60530 CF 9) Printed on 10% recycled paper. 


MEASURES of Entrepreneurship 


In July 2008, the Fraser Institute published Measuring 
Entrepreneurship: Conceptual Frameworks and Empirical 
Indicators, its first study in a long-term research project aiming 


to provide a comprehensive measure of entrepreneurship. 


The study presents evidence on Canadian and U.S. 
performance using empirical indicators that cover different 
aspects of the entrepreneurial process: business creation, self 
employment, small businesses, venture capital, research and 


development spending, and patents. 


The study concludes that there is no agreement on a 
comprehensive definition of entrepreneurship, and no single 


measure provides a good overall view of entrepreneurship. 


The full report can be accessed at 


www.fraserinstitute.org/commerce.web/product files/ 


MeasuringEntrepreneurship2008.pdf. 


HIGH-IMPACT Firms 


In June 2008, High-Impact Firms: Gazelles Revisited, by 
Zoltan Acs, William Parsons and Spencer Tracy, was published 
by the United States Small Business Administration Office 

of Advocacy. The main and somewhat surprising finding of 
this study illustrates that high-impact firms are, on average, 

25 years old. Furthermore, high-impact firms represent 
between 2 and 3 percent of all firms, and account for almost 
all of the private sector employment and revenue erowth in 


the economy. 


The report expands upon earlier work by David Birch on 
rapidly growing firms (gazelles). The authors note that high- 
impact firms cannot be identified in the period preceding their 
growth phase. The evidence also suggests that high-impact 
firms exist in all industries and regions, and across all 


firm sizes. 


The full report can be accessed at 


www.sba.gov/advo/research/rs328tot.pdf. 
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) 
PERFORMANCE 
Trends 


The number of payroll employees increased in the third 
quarter of 2008 by 216 584 compared with the third 
quarter of 2007, corresponding to an annual growth rate 


of 1.5 percent. Small businesses! contributed 28.7 percent 
of the job growth in the third quarter of 2008, while large 
firms contributed 65.3 percent. The contribution to job 
growth from medium-sized firms has been consistently 
declining over the past five quarters from 17.7 percent 

in the third quarter of 2007 to 6.0 percent in the third 
quarter of 2008. 


There were 2 386 313 business establishments in Canada 


in June 2008, a decrease of 0.8 percent from June 2007. 
Within this same period the number of small enterprises 
increased by 0.3 percent. This was offset by a 13.9-percent 
decrease in the number of medium-sized businesses and a 


9.5-percent decrease in the number of large businesses. 


The number of self-employed workers decreased from 
2 651 200 in the third quarter of 2007 to 2 646 400 in 
the third quarter of 2008, a decline of 0.2 percent. 


Outstanding debt on small loans (i.e. loans less than 

$1 million) declined by 2.7 percent, from 2006 to 2007, 
_ to $92.7 billion at the end of December 2007, while debt 
¥ outstanding to large firms increased by 15.2 percent to 

~ $401.8 billion during that same period.’ 


_' Small businesses are defined as having fewer than 100 employees, 
_ medium-sized businesses having 100 to 499 employees and large 


- businesses having 500 or more employees. 
a 


? Figures from “Survey of Suppliers of Business Financing” on 
page 6. 


Government 
Publications 
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Canada 


»S QUARTERLY 


SMALL BUSINESS FINANCING 
PROFILES 


Financing Innovative Small and Medium- 
Sized Enterprises in Canada 


Although innovation is crucial for maintaining firm competitiveness and 
increasing standards of living, obtaining financing for innovation can be 
difficult as innovative activities and assets are often intangible and, hence, 
cannot be pledged as collateral. This also makes it difficult to accurately 
assess the monetary values of such ventures. In addition, innovative firms 
are usually considered more risky due to the uncertainty of the success of 
the innovation. Using data from the SME Financing Data Initiative Survey 
on Financing of Small and Medium Enterprises, 2004, which provides details 
on financing and other activities of small and medium-sized enterprises 
(SMEs), a recent study by Industry Canada uses research and development 
(R&D) intensity to identify innovative firms (SMEs that spend more than 
20 percent of their total investment expenditures on R&D) and non- 
innovative firms (those that spend 20 percent or less of their investment 
expenditures on R&D) and assess the financing experience of these 


two categories of firms. 


In 2004, innovative SMEs represented 4.2 percent of the estimated 

1.4 million SMEs in Canada. The two types of firms displayed different 
characteristics (Table 1). 
Innovative SMEs are younger 
(active for less than two years) 
and smaller (zero full-time 
equivalent employees) than 
non-innoyative SMEs: 

22.9 percent of innovative - 
SMEs started selling goods or 
services between 2002 and 2004 


(continued on page 2) 


(continued from page 1) 


compared with only 10.7 percent of non-innovative SMEs; 
65.1 percent of innovative SMEs had no full-time equivalent 
employees compared with 48.2 percent of non-innovative 
SMEs. Innovative firms were predominantly established in 
professional services sectors (22.6 percent) and knowledge- 
based industries (18.0 percent) and non-innovative firms 

were mainly established in the wholesale/retail (15.2 percent), 
professional services (11.0 percent) and agriculture/primary 
(10.1 percent) sectors. Ontario had the highest share of 
innovative SMEs (49.5 percent), followed by Quebec (24.1 percent). 


This study also demonstrates that innovative SMEs had greater 
financing needs than non-innovative SMEs, but were less 
successful in obtaining the financing requested, and faced more 


restrictive terms and conditions than non-innovative SMEs. 
Main Findings 


* In 2004, 34.5 percent of innovative SMEs in Canada 
sought external financing compared with 23.2 percent 
of non-innovative SMEs. Among innovative SMEs, 

54.2 percent were approved for financing compared with 


83.0 percent of non-innovative SMEs. 


Innovative SMEs were twice as likely to be turned down 
by credit suppliers as non-innovative SMEs (24.5 percent 
versus 11.8 percent). Similarly, innovative SMEs were 
about six times more likely to have their loan application 


still under review at the time the survey was conducted. 


* Innovative SMEs and non-innovative SMEs were more 
likely to request debt financing over other financial 
instruments. However, a higher proportion of innovative 
SMEs (30.8 percent) requested debt financing than non- 
innovative SMEs (18.0 percent). 


* Debt financing accounted for the highest share of the total 
financing authorized for non-innovative SMEs, whereas 
equity financing accounted for the highest share of the 
total financing authorized for innovative SMEs. Although 
only 4.9 percent of innovative SMEs requested equity 
financing, this type of financing represented 44.3 percent 
of the total financing received, most of which was raised 
from venture capitalists, friends and relatives. 

* Innovative SMEs were about six times more likely to use 
the financing requested for research and development than 


non-innovative SMEs (16.6 percent versus 2.8 percent). 


* Innovative SMEs face more restrictive financing terms and 
conditions than non-innovative SMEs, e.g., innovative SMEs 


paid higher interest rates and received shorter term loans 


These findings are part of a multi-phase study. A multivariate 
analysis is under way to examine these areas more deeply over 


the coming year. 


For a copy of the preliminary report, Small Business Financing 


Profiles: Financing Innovative Small and Medium-Sized 


Enterprises in Canada, visit www.sme-fdi.gc.ca over the next 


month or so. 


Table 1: Comparison between Innovative 
and Non-Innovative SMEs, 2004 


Innovative | Non-Innovative 

SMEs SMEs 
Characteristics (percentage) (percentage) 
Age When Firm Started Selling | 
Goods or Services 4 
1-2 years old (2002-2004) 22.9 10.7 | 
3-6 years old (1999-2001) D5yall 18.8 
7 years+ (prior to 1999) 52.0 70.5 
Export Activity ee : | 
Exporters 21.4 7.7 
Revenues generated from exports 41.2 31.9 | 
Growth Intention | 
Intent to expand the business WORT 37.6 | 
Industry j 
Agriculture/primary ay) 10.1 | 
Manufacturing 5.0 4.8 
Wholesale/retail 10.8 15:2 
Professional services 22.6 11.0 
Knowledge-based industries 18.0 5D 
Tourism ae, 8.3 
Provincial Distribution i | 
Atlantic 2.6 6 
Quebec 24.1 20.0 
Ontario 49.5 36.3 
Prairies 11.6 217 
British Columbia 12.0 [5-7 
Number of Full-Time Equivalent Employees | 


Zero full-time equivalent employees 65.1 48.2 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004. 


Small Business Quarterly — Vol. 10, No. 4, February 20t 
: 
| 


JOB Creation 


According to Statistics Canada’s Survey of Employment, 


Payrolls and Hours, growth in the number of payroll 
employees stood at 1.5 percent in the third quarter of 2008 
over the same period in 2007 (Table 2). This corresponds 
to a net increase of 216 584 jobs and pushes the total 
number of payroll employees in Canada up to 14 398 625. 
Small business employment increased by 1.1 percent, 
outpacing the 0.6-percent growth rate for medium-sized 
businesses but lagging behind the 2.3-percent growth in 
employment in large firms. As a result, the contribution of 
small businesses to overall job growth was 28.7 percent, its 
lowest level since the first quarter of 2007. The contribution of 

| medium-sized firms to job growth was 6.0 percent, down 


| for a fifth consecutive quarter. Large businesses contributed 


| 


Change 


| 
| 
| | 24 2007 2.3 
| 
| 


| Table 2: Year-Over-Year Change! in Payroll Employment’ by Province and Te 
3rd Quarter 2008 


65.3 percent of the job growth, almost 20 percentage 
points higher than in the third quarter of 2007. 


Employment increased in every province and territory 
except Prince Edward Island and Nunavut, where the 
number of payroll jobs decreased by 1.9 percent and 

2.1 percent respectively. Growth in employment was well 
below the national average in New Brunswick (0.6 percent) 
and Quebec (0.7 percent). Alberta, at 2.9-percent growth 
in employment, posted the highest growth rate among 
provinces and territories, followed by Newfoundland and 
Labrador and Saskatchewan, which both recorded a growth 
rate of 2.6 percent. 


ee 


0-99 100-299 300-499 10 


til 6.7 36.4 10.8 6.9 17.7 As) 


Q3 2007 23 318 993 25 W553) 
324 165 -2.5 18.8 11.4 6.8 34.5 9.6 6.1 IBY p 49.8 
Q1 2008 22 297 141 4.5 13.6 10.6 10.2 38.9 3.8 4.2 8&1 53.0 
Q2 2008 2.0 284 102 3y5) (De) 11.5 10.9 Sy) 1S) DED) 7:3 53.5 
Q3 2008 ils) 216 584 3D) -0.5 12 13.6 28.7 0.2 D9. 6.0 65.3 
Province and Territory Growth Rates (%) 
Newfoundland and Labrador 2.6 5 084 -0.2 Ail? 2.9 12.0 2.0 4.4 1.6 3.6 3.0 
Prince Edward Island -1.9 -1 182 -4,7 -1.3 -2.5 0.8 -1.8 -4.8 -7.5 -5.4 -0.4 
Nova Scotia 1.4 5 652 0.5 -2.1 0.8 6.5 0.9 0.4 4.4 15 ies) 
New Brunswick 0.6 1 967 -0.7 -0.5 -1.6 0.9 -0.6 -0.7 a) 2.5 V2 
Quebec 0.7 23 186 -3.6 0.8 2.0 1.8 0.7 is} PRS} 1.6 0.4 
Ontario 1.4 74 555 3.8 -1.0 1.8 1.8 1.2 -0.8 1.2 -0.3 Za 
Manitoba 1.7 8 960 0.4 -0.7 2:9: 6.1 US) -3.0 16.9 23 1.4 
Saskatchewan 2.6 10 870 0.6 0.2 1.6 6.8 1.8 23) -3.6 0.3 4.0 
| Alberta 2.9 49 297 ies) -0.8 -0.9 4.9 0.8 -0.7 ib) 0.0 6.1 
British Columbia 2.0 37 584 0.1 1.9 3.0 0.9 Lee a A wee 2.8 
|} Yukon 1.4 256 2.8 0.5 Ve) -23.0 -1.7 5.4 12.8 8.4 ey 
| _ Northwest Territories? 2.4 580 6.9 -1.9 -0.7 -6.5 -1.6 22 —_ -— — 
Nunavut’ -2.1 -221 -10.8 1.4 3 -9.2 -2.0 2.6 — —- 
Beanada Total 1.5 216 584 0.8 -0.1 1.6 2.4 Pho 0.0 2.0 0.6 2.3 
, 
| 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2008. 


* Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
Private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


* Data for firms with 300 or more employees in the Northwest Territories and Nunavut are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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Compared with the same quarter of 2007, the third 
quarter of 2008 saw small business employment increasing 
at a slower rate than the respective provincial rate in ten 

of the provinces and territories. The strongest increase 
in the number of payroll jobs in small business was in 


Newfoundland and Labrador (2.0 percent), followed by 


BUSINESS Establishments 


by 0.3 percent. This was offset by a 13.9-percent decrease in 


According to Statistics Canada’s Business Register, there were 
2 386 313 business establishments! in Canada in June 2008 
(Table 3), a decrease of 0.8 percent from June 2007. Within 


this same period the number of small enterprises increased 


Table 3: Business Establishments by Size of Employment and Industry, June 2008 
Employer Businesses | 


Manitoba (1.9 percent) and Saskatchewan (1.8 percent). 
At the other end of the spectrum, Prince Edward Island, 


New Brunswick and the three territories all recorded 


decreases in small business employment between the third 


quarter of 2007 and the third quarter of 2008. 


the number of medium-sized businesses and a 9.5-percent 


decrease in the number of large businesses. The number of 


indeterminate businesses was 1 300 594, representing 


Share of employer businesses 


Distribution 
Number of Employees (%) 
Industry Grand Total Indeterminate! Total 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 500 
Agriculture, forestry, fishing 
and hunting 168 895 119 357 49538 35287 7820 3692 1983 512 185 53 6 46 ie 0 
Mining, quarrying, and oil and gas extraction 19 426 9 482 9944 5555 1435 ap) 950 380 167 129 56 0.9 15 1 
Utilities 2 302 981 1321 463 271 224 152 86 52 38 35 0.1 0.4 | 
Construction 270 933 150 728 120205 71394 25809 12762 7168 1972 761 267 72 12} 5.1 2 
Manufacturing 92 521 35 250 57271 19279 11 667 9335 8748 4104 2 416 1322 400 5.0 18.5 13 
Wholesale trade 116 619 53 205 63414 29230 14303 10273 6633 1 882 728 303 62 of) 5.1 p 
Retail trade 212 244 78 311 AOE SO LO DPsiis NAG 4 138 2 193 863 91 12.3 15.1 3 
Transportation and warehousing 130.005 80 670 49 335 31452 7 487 4678 3508 1189 534 350 137 45 44 4 
Information and cultural industries 34 593 21 078 13515 6835 2 365 1647. 1544 552 309 165 98 1.2 3} | 
Finance and insurance 127 688 92 232 35456 19116 6123 4189 4314 829 430 280 175 a8) 3) ( 
Real estate and rental and leasing 201 297 161 593 39704 26389 7117 3449 1874 532 192 114 37 By 15 } 
Professional, scientific and 
technical services 323 160 203 838 119322 88714 14990 8383 4798 1394 610 318 115 Le 4.6 
Management of companies and 
enterprises 95 866 81 277 14589 8702 2168 1633 ela) 532 304 218 136 13 2.6 ! 
Administrative and support, 
waste management and 
remediation services 107 827 57 650 50177 26601 10930 6024 3828 1 403 773 428 190 4.6 9) 
Educational services 24 579 12 104 12475 5470 2450 1826 ©1349 498 245 207 430 ie DD 1 
Health care and social assistance 107 184 19 735 87449 48588 18503 10148 5724 2 097 1 269 741 379 8.0 oF) 1 
Arts, entertainment and recreation 40 328 22 861 17467 8030 3817 2467 1932 705 332 127 57 1.6 De 
Accommodation and food services 104 823 30 745 74078 20990 18066 16614 12734 4 336 950 308 80 6.8 6.2 
Other services (except public administration) 197 991 69 311 128680 91006 22871 9250 4022 911 405 168 47 12.1 2.8 
Public administration 8 032 186 7846 ©1621 1357 1321 1450 784 562 414 337 0.6 48 ] 
Total all industries 2 386 313 1300594 1085719 597432 219771 131387 85123 28836 13417 6 813 2940 100.0 100.0 10 
100.0% 55.0% 20.2% 12.1% 7.8% 2.7% 1.2% 0.6% 0.3% 


Source: Statistics Canada, Business Register, June 2008. 
The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payro 


businesses may consist of contract workers, family members and/or owners. 


For an individual business establishment to be included in Statistics Canada’s Business Register, the company to which it belongs must meet one of the following criteria: have at least 
employee (with payroll deductions remitted to the Canada Revenue Agency), have annual sales revenues of $30 000, or be incorporated and have filed a federal corporate income tax return at 


least once in the previous three years. Some business establishments can belong to the same company and each company owns at least one 
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business establishment. 


ll deductions account. The workforce of such 


(continued on page é 


one paid — 


(continued from page 4) 


54.5 percent of total business establishments. By industry, the sectors 
with the most business establishments were professional, scientific 
and technical services (323 160 establishments) and construction 
(270 933 establishments). The sectors with the fewest business 
establishments were public administration and utilities, with 8032 


and 2302 establishments respectively. 


As shown in Table 3, small businesses accounted for 97.8 percent 

of employer businesses in June 2008. Micro-businesses (those with 
fewer than five employees) constituted 55 percent of the total number 
of employer businesses, down from 58.4 percent in June 2007. 
Medium-sized establishments represented 1.8 percent of employer 


businesses, while large firms accounted for 0.3 percent. 


Four sectors accounted for almost 50 percent of small business 
establishments: retail trade (12.3 percent), other services (12.1 percent), 
construction (11.2 percent) and professional, scientific and technical 
services (11.1 percent). Medium-sized businesses were heavily 
concentrated in manufacturing (18.5 percent), retail trade (15.1 percent) 
and health care and social assistance (9.9 percent). Large businesses 
were mostly established in the educational services (14.6 percent) and 


manufacturing (13.6 percent) sectors. 


SELF-Employment 


_ According to Statistics Canada’s Labour Force Survey, the number 

_ of self-employed Canadians decreased slightly from 2 651 200 in 
the third quarter of 2007 to 2 646 400 in the third quarter of 2008 
(Table 4). This decrease contrasts with the continuous increase since 


1990, when the self-employed numbered only 1.8 million. 


_ Between 1990 and 2008, growth in the number of self-employed 

"came mostly from those aged 55 years and over, doubling from 

350 000 to 723 000. This increase reflects an aging but still active 
population. In contrast, the number of self-employed aged 15 to 
24 years fell by 26 percent over the same period, declining from 


129 300 in 1990 to 95 600 in 2008. 


_An additional development has been the increasing importance of 

| the incorporated self-employed who, it can be argued, will have 

| more attachment to self-employed activity. In 1990, 32.5 percent of 
the self-employed were incorporated, and this number has increased 
gradually to 40.9 percent in 2008. Concomitantly, there has been a 
long-term decline in the percentage of unincorporated self-employed. 
In the short run, although the total number of unincorporated 
self-employed fell from 1.57 million in 2007 to 1.54 million in 2008, 
the number of incorporated self-employed continued to grow over 


this period from 1.05 million to 1.08 million. 
(continued on page 6) 
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FINANCING a Business 


Canada Business is a government information and referral service 
for Canadian businesses and start-up entrepreneurs. Included 

in its services is general advice, free of charge, on how to secure 
financing for start-up capital or ongoing expenses such as payroll, 
rent or inventory. In addition, working capital may be needed 

to cover operating expenses and a cash reserve for emergency 
situations. The following provides a general outline on assessing 
financial needs and seeking financing. 


Projecting Financing Needs 


Assessing requirements begins with the preparation of three 
projected financial statements: 


° An income statement to estimate total expected revenue and 
expenses. 


A cash-flow statement to show the flow of cash in and out of a 
business over a period of time. 


A balance sheet to outline forecasted business assets minus 
liabilities in order to determine net worth. 


Sources of Financing 


Although people usually think of obtaining financing from external 
sources, it is possible to free up funds through a variety of internal 
means: setting up an efficient accounting system to turn receivables 
into cash, having an effective inventory system to ensure the right 
amount of stock, approaching suppliers for extended payment terms, 
asking customers to prepay or allowing employees to invest in the 
business. 


When seeking financial assistance outside the business, two things 
must be demonstrated: a feasible repayment plan, and a willingness to 
invest and risk a reasonable amount of one’s own money. 


For further information on starting and growing a business, 
contact Canada Business. 


THREE service channel... 


CanadaBusiness.ca 


1 888 576-4444 
1 800 457-8466 (TTY) 


Canada Business 
Network 


(continued from page 5) 


Growth in the incorporated self-employed is particularly 
pronounced for the 15 to 24 years age group. In 1990, only 
7.7 percent of self-employed in this age group were incorporated 
compared with 18.9 percent in 2008. This change is the largest 
among all age groups and could indicate self-employment is 


perceived as a valid long-term career path among young adults 


Share of Each Age Group by Status of Self-Employed* 


Source: Statistics Canada, Labour Force Survey. 


BUSINESS Financing 


Survey of Suppliers of Business 


Financing 


On December 5, 2008, Statistics Canada released results from 
the baseline Survey of Suppliers of Business Financing. This 
survey, launched in 2001, measures loan and leasing amounts 
outstanding to Canadian firms as well as losses from loans 
and leases incurred by a wide array of financial providers, 
including domestic banks, credit unions, Caisses populaires, 
leasing companies, government and insurance companies, 
with assets of $5 million or more. To collect data for 2007, 
Statistics Canada surveyed a representative sample of 


1315 financial service providers. 


Table 4: Self-Employed Workers by Age from 1990 to 
the Third Quarter of 2008 (1 non-seasonally adjusted) 


Self-Employed (000) Incorporated (000) Unincorporated (000) 
Age 1990 2007 —-2008 1990 2007 2008 1990 2007 —- 2008 
15 years and over 1836.6 2651.2 2646.4 596.9 1053.4 1082.9 1172.5 1570.0 1535.3 
15-24 years 129.3 93.3 95.6 99 153 18.1 103.1 69.1 66.6 
25-29 years 167.5 166.6 154.1 448 50.8 53.6 118.1 113.7 98.5 
30-54 years 1189.8 1681.1 1673.7 4404 7048 722.0 717.0 964.9 943.7 
55 years and over 350.0 710.1 723.0 101.7 282.5 289.2 234.3 422.2 426.3 | 


PION 8 a ee 
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15 years and over 32.5% 
15-24 years 7.7% 
25-29 years 26.7% 
30-54 years 37.0% 
55 years and over 29.1% 


* Percentages do not add to 100 horizontally because of the presence of unpaid family workers, which are not shown in the table. 


who, therefore, choose to incorporate. A similar, but weaker, 
trend is also evident for the self-employed aged 25 to 29 years. 
Overall, the level of incorporation is highest among the 30 

to 54 years age group (43.1 percent), while the self-employed 
aged 15 to 24 years are the least incorporated age group 


(18.9 percent). 


39.7% 40.9% 63.8% 59.2% 58.0% 
16.4% 18.9% 79.7% 74.1% 69.7% 
30.5% 34.8% 70.5% 68.2% 63.9% 
41.9% 43.1% 60.3% 57.4% 56.4% 
39.8% 40.0% 66.9% 59.5% 59.0% 


The main highlights from the survey are: 


* Outstanding debt on small loans’ (i.e. loans less than 
$1 million) declined by 2.7 percent in 2007 to reach 
$92.7 billion (Table 5). Debt outstanding to large firms 
increased by 15.2 percent to reach $401.8 billion. In 2007,' 
SMEs market share of total debt outstanding was 18.7 percent, 
a 2.8 percentage point decrease from the previous year and 


the lowest level since 2003. 


(continued on page 7 


! Loans of less than $1 million are generally considered to belong to SMEs. This does not exclude the possibility of a few large firms with loans of less than $1 million and a f 


of more than $1 million. 


ew SMEs with loan: 
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(continued from page 6) 


¢ Market share of traditional debt suppliers, such as banks, Caisses 
populaires and credit unions, reached 79.2 percent in 2007, 
an increase of 4.2 percentage points from the previous year. 

¢ ‘Total lease amounts outstanding from SMEs increased by 
9.3 percent in 2007 to reach $16.4 billion, while total lease 
amounts outstanding to large firms increased by 25.4 percent 
to reach $8.9 billion. Leasing represents 15 percent of SMEs’ 
financing. Since 2003, SMEs have used leasing to a greater extent 
at the expense of debt financing. 

* In 2007, the main lease suppliers were finance companies 
(45.5 percent), leasing companies (22.9 percent), banks 


(16.6 percent) and all other suppliers (15.0 percent). 


Table 5: Total Debt and Leasing Oustanding 


Total Debt Outstanding ($ billions) 


Authorization Level 2003 2004 2005 2006 2007 
Less than $1 million 96.2 91.4 93.5 O55) SDH. 
Percentage change -5.0 DS) i) -2.7 
Market share (%) MyD sy il 23.3 DAES 18.7 
$1 million to $4.9 million 78.2 80.8 88.2 95.8 99.3 
Percentage change 35 9.2 8.6 Bu, 
Market share (%) Det Doe. 22.0 21.6 20.1 
$5 million plus 179.8 192.2 219.5 253.0 302.5 
Percentage change 6.9 14.2 ye) 19.6 
Market share (%) 50.8 SPIE 54.7 57.0 61.2 
Total 354.2 364.4 401.2 444] 494.5 
Percentage change 2.9 10.1 10.7 11.3 


Total Lease Amounts Outstanding ($ billions) 


Authorization Level 2003 2004 2005 2006 2007 
Less than $1 million 10.0 11.8 14.5 15.0 16.4 
Percentage change 18.0 22.9 3.4 93 
Market share (%) 51.5 67.0 69.4 67.9 64.8 
$1 million plus 9.4 5.8 6.4 7.1 8.9 
Percentage change -38.3 10.3 10.9 25.4 
Market share (%) 48.5 33.0 30.6 Boal BDe 
Total 19.4 17.6 20.9 22.1 25.3 
Percentage change 9.3 18.8 Sai 14.5 


eee 


Source: Statistics Canada, Survey of Suppliers of Business Financing. 
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Small enterprises and entrepreneurship have been identified 

as major drivers of innovation, competitiveness and growth in 
today’s Canadian economy. Reports have found entrepreneurship 
to be positively correlated with various measures of economic 
performance (firm growth, survival, innovation and productivity). 
One means to better leverage these entrepreneurial talents and 
ensure that potential entrepreneurs have the requisite skills and are 
best prepared for the risk and challenges they will face is through 
promotion of entrepreneurship education. In particular, it would 
be instructive to understand how the teaching of entrepreneurship 
and sound business skills within higher education institutions 
compares across Canada and with other countries. 


On October 28, 2008, in collaboration with the European Union 
Commission, the Small Business and Tourism Branch of Industry 
Canada launched a national survey to identify the incidence and 
quality of entrepreneurship programs offered through Canadian 
higher education institutions. This initiative seeks to extend 
current knowledge on entrepreneurship education by posing a 
broad range of questions across a large number of educational 
institutions and mapping the teaching of entrepreneurship across 
participating colleges and universities within Canada and the 
European Union. 


The goal of this survey is to identify entrepreneurship courses, 
enrolment rates, programs, resources and support available to 
students in order to map the teaching of entrepreneurship across 
Canadian colleges and universities. In addition, the results 

will assess Canada’s international position in encouraging and 
developing entrepreneurial skills by comparing the incidence and 
quality of entrepreneurship programs across European Union 
countries, which are also conducting a similar survey. 


‘This project aims to ensure Canadian colleges and universities 
have access to sound and comparable information regarding 
entrepreneurship education in order to identify best practices 


and improve, if necessary, their programs. Overall, this project 
will contribute towards improving Canada’s entrepreneurship 
performance and promoting economic growth. 


Results from the Entrepreneurship Education Survey will be 
released in 2009. For further details on the survey, contact the 
editor of the Small Business Quarterly (see contact information 
on page 8). 
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RECENT Developments 


INTERNATIONAL CONSORTIUM 
on Entrepreneurship 


The International Consortium on Entrepreneurship (ICE) 
recently released a report ranking select countries on 

four performance indicators and 66 business environment 
indicators. Canada is a member of the ICE, whose goal is to 
develop objective and consistent evidence on entrepreneurship, 
including specific topic areas that can be benchmarked 


across countries. 


The recently released report provides a comprehensive 
overview of all available policy-relevant indicators relating to 
entrepreneurship, along with a quality assessment to enable 
policy-makers to evaluate the quality of policy analysis based 


on the given indicators. 


The 2008 version of the indicators report is available at 


http://ice.foranet.dk/Publications.aspx. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you want to subscribe, please send your request to 
sbrp-rppe@ic.gc.ca. If you have questions or comments about 


the content, please send them to the editor: 
Manique Weerasinghe 
Email: ranmalmanique.weerasinghe@ic.gc.ca 


Small Business and Tourism Branch 
Industry Canada 

235 Queen Street 

Ottawa ON K1A 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in 
this publication may be reproduced, in part or in whole and by any means, without 
charge or further permission from Industry Canada, provided that due diligence is 
exercised in ensuring the accuracy of the information reproduced; that Industry 
Canada is identified as the source institution; and that the reproduction is not 
represented as an official version of the information reproduced, nor as having 

been made in affiliation with, or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: copyright.droitdauteur@communication.ge.ca 


Cat. No. C12-18/10-4 
ISSN 1205-9099 
60559 C4 3) Printed on 10% recycled paper. 


OECD REPORT: 


Measuring Entrepreneurship: 
A Digest of Indicators 


In November 2008, the Organisation for Economic Co-operation 
and Development (OECD) and Eurostat released a joint 
publication entitled Measuring Entrepreneurship: A Digest of 
Indicators. The publication provides consistent data on firm 
start-ups, survival and growth firms, including gazelles (young 
high-growth companies). The publication is a significant step 
not only because it is a joint OECD-Eurostat effort but also 
because the definitions used have been rendered more consistent 
across the different countries. Additional material is also 
provided on administrative burden, financing, entrepreneurial 


capacities, and research and development technology. 


The report is available at 


www.oecd.org/statistics/entrepreneurshipindicators. 
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Trends 


The number of payroll employees increased by 142 488 
in the fourth quarter of 2008, which corresponds to an 
annual growth of 1.0 percent. During this period, the 
year-over-year contribution to employment growth 
from small businesses! was 16.3 percent, 5.4 percent 
from medium-sized businesses and 78.3 percent from 


large businesses. 


Industries in which small businesses recorded the greatest 
increase in employment were in the professional, 

scientific and technical services (13 557) and accommodation 
and food services (8794) sectors. 


Between 2000 and 2008, the number of self-employed 
workers in Canada rose by 1.2 percent per year from 
2.4 to 2.6 million, while the number of employed workers 
went from 12.4 million to 14.5 million. The industry 
in which the self-employed were most prevalent was the 
professional, scientific and technical services sector at 

15.1 percent. 
_ In the fourth quarter of 2008, there were 1788 business 
__ insolvency cases, with a total value of $3.9 billion, a 
4.4-percent increase over the previous quarter. Included 
the insolvency cases, there were 1480 bankruptcies and 


* Small businesses are defined as having fewer than 100 employees, 
medium-sized businesses haying 100 to 499 employees and large 
businesses having 500 or more employees. 


PERFORMANCE= 


It is well recognized that innovation is a driver of competitiveness and 
economic growth. In Canada, significant efforts have been undertaken 

to increase research and development (R&D) expenditures, yet Canada’s 
commercialization record could be improved. Industry Canada has initiated 
a project to examine how linkages between small and large firms could serve 


to address this issue. 


Small firms may be entrepreneurial and R&D intensive, but they often lack 
the capacity to bring innovations to market in a timely fashion. On the 
other hand, though many large firms are constantly searching for new lines 
of business, they are often not considered to be particularly entrepreneurial. 
However, they have developed significant resources, including marketing 
and distribution capabilities, which could assist small innovative companies. 
Consequently, there would seem to be an incentive for the companies to 


form a strategic alliance. 


Strategic alliances are links formed between two or more independent 
companies that choose to carry out a joint project by coordinating the 
necessary skills and resources. Such inter-firm cooperative arrangements 
allow firms to temporarily seek resources from others for mutual benefit 


while preserving each partner’s autonomy. 


The range of specific cooperative 
agreements is very broad 


and can include start-up es ie 

Job-Greation 

assistance agreements, licensing Bitte tnsolvatces 
ss Insolvencie 

agreements, franchising, Sci Eutplovmenc ae a g 

buyer—supplier relationships, 


% he 
Canada Small Business Bnaige Program 5° & 
b fie. ee ; 
. 6 


outsourcing agreements, joint Business Financing. 


marketing agreements, and Canada Business Services 


Recent Developments 


(continued on page 2) 


(continued from page 1) 


non-equity cooperation in research, development or 


production, and equity joint ventures. 


International evidence on strategic alliances points to a number 
of trends. First, the importance of strategic alliances has been 
growing over several decades. Some estimates suggest an annual 
growth rate of 25 percent. Second, the proportion of these 
alliances that are joint ventures between the partners (whereby 
they put equity in to create a new company) has declined 

over the last three decades. Instead, strategic alliances tend 

to be more sharing arrangements, especially around R&D 


partnerships. 


Studies suggest many reasons why strategic alliances are 
attractive for firms, such as reducing risk; using economies of 
specialization, scale and scope; capitalizing on complementary 
technologies; blocking competition; overcoming a government- 
mandated barrier and learning via interaction. More specific 
reasons for joining a strategic alliance include accelerating 
access to markets, reducing innovation costs, facilitating 
product development, accessing complementary resources and 


augmenting export capabilities. 


As for alliances between small and large firms, small firms 
will participate in an R&D alliance because it will provide 
access to resources — particularly finance and a diversity of 
skills — along with an experienced management capability 
with well-established methods for penetrating markets and 
accumulating market share. In contrast, large firms generally 
have less flexibility in responding to market signals and lower 
innovation intensity than small high-growth firms. Hence, 


there is tremendous scope for collaboration between large firms 


JOB Creation 


According to the latest Survey of Employment, Payrolls 

and Hours' from Statistics Canada, the number of payroll 
employees increased by 142 488 in the fourth quarter 

of 2008 (Table 1). This increase corresponds to an annual 
growth of 1.0 percent, which is the lowest over the past five 
quarters. The year-over-year contribution to employment 
growth from small businesses was 16.3 percent in the 


fourth quarter of 2008 compared with 33.9 percent in the 


and small and medium-sized firms that will allow for mutual 


help in overcoming internal and external constraints. 


Strategic alliances may face significant management and 
operational challenges. Market conditions may change 
unexpectedly or partners may have different time horizons. 

In the case of alliances between small and large firms, the latter 
have significant leverage resulting from their superior financial 
resources. Many small firm partners in an R&D alliance will 
wish to protect their intellectual property and this can affect 


how much the partners cooperate. 


Like many cooperative partnerships, a strategic alliance is 


a balancing act between preserving one's vital interests and [ 
creating greater value through joint activity. Nevertheless, | 
several studies indicate that strategic alliances in R&D can 
lead to improved performance and provide access to much 
needed managerial capacity. However, studies also show that 7 
55 percent of such alliances last less than three years, indian 


that R&D alliances exist for specific purposes of definite duration. 


These findings strongly suggest that a large and a small firm's ‘ 


entrepreneurial performance and commercialization success 
can potentially be enhanced by strategic alliances on R&D e 


learning between such firms. 


Asa result, Industry Canada is planning to conduct case 
studies of strategic alliances between small and large firms in 


the areas of R&D and learning over the coming months and to 


present the results of this research in a future report. 


fourth quarter of 2007. The contribution to employment | 
growth from medium-sized businesses has decreased from. 
14.0 percent in the fourth quarter of 2007 to 5.4 percent in: 
the fourth quarter of 2008. Large firms contributed ) 
78.3 percent to employment growth in the fourth quarter 
of 2008, a 26.2 percentage point increase compared 
with the fourth quarter of 2007. This larger increase 


among large businesses is due to a significant increase ofa 


(continued on page | 
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the fourth quarter of 2008, year-over-year employment 


growth was highest in the management of companies 


Change 


public administration (4.9 percent) sectors. Industries 


in which small businesses recorded the greatest increase 


in employment were in the professional, scientific and 
technical services (13 557) and accommodation and food 
services (8 794) sectors. 


% Contribution to Total Net Change (Number of Employees) 


% Jobs 0-4 5-19 2049 50-99 0699 100-299 300-499 100-499 5004 
4 2007 2.6 366758 “Wie Ge) 11 ral 33.9 9.0 5.0 14.0 52.1 
41 2008 2.1 298728 44 143 11.2 10.2 40.1 44 53 927 50.2 Itt 
2.1 301763 69 9.7 11.6 9.7 37.9 2.2 10.6 7 49.4 Hh 
16 232081 2.8 1.9 11.0 11.4 27.0 0.4 13.9 13.6 59.4 
4 1.0 142.488 EG. 75 62 37 163 0.0 5.4 54 78.3 
Industry Absolute Change (Jobs) 
Forestry 5" 6597 O15) 56s) 9-159) es ee oa) 389 757 -1 146 -1939 
| ing and Oil and Gas Extraction 5.1 9 926 39 317-1385 $374 1987 507 612 -105 11417 
Tillties Mice. 242-151 Bey bie 695 1132 685 447 -2394 
Gonseruction BF 22-402 10774-2182 950 -1480 8062 390 1524 1914 12 327 
Manufacturing 26.60 TAdG6 207-4391 «= 9387-12338 = 25909 ~—--23 681 255 -23 936 ~=—S -64 323 
holesale Trade 0.5 3937 a a7 ) 22561 191-5 824 -260 -4 150 4410 6 297 
ie Trade 1.6 30285 4362 336 1227 4893 41422 3541 3.053 6 594 22 269 
| and Warehousing 1.4 10 021 758 462 -1 343 301 178 HN: -525 ASD) 11 102 
nformation and Culeural Industries 0.8  -2587 -140 be ep Oe G7 2.857 -1239 1618 2734 
We el Tasarance 3.1 20304 1500 763 505 1310 68 4719 4 4723 15512 
: and Rental and Leasing an 3394 1659 926 ig) moon -916 221 390 611 -3.089 
Bescional, Scientific and Technical Services 37 27370 2137 5849 3502 2069 413557 2243 5 685 7 928 5 886 
Management of Companies and Enterprises 76 8617 666 —-887 170°) loon! Vas 2018 1740 3 758 1 132 
niscrative and Support, Waste Management 
d Remediation Services EEE arin) 1641 3218 2456 4303 8336 3123 -3 182 6305 16801 
ducational Services 21 25608 403-1097 390 1504 2588 17 1045 128 22 892 
ealth Care and Social Assistance 3.7 56.015 803 1880 5989  -216 8456 12567 -1393 11174 36 384 
15, Enertainment and Recreation Ll 2 436 Tie Wels 390 (274 21385 732 -1 663 -931 4753 
jecommodation and Food Services OF) 28 377 2529 343 8142 2838 8794 2595 5 281 2 686 16 897 
bther Services (excluding Public Administration) 0.6 3.239 3052. 51440. 3.133 | 062). 7583 16 1215 1231 5577 
sblic Administration 49 46978 325 495 36 TOD ge 578 3.082 784 3 866 41534 
lanada Total 1.0 142.488 -1620 10689 8847 5338 23254 61 7 632 7693 111542 


| rape Statistics Canada, Survey of Employment, Payrolls and Hours, March 2009. 


‘ar-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


urvey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
pusehold services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


(continued on page 4) 
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The effects of the recession have become most evident in 
the fourth quarter of 2008. Compared with the fourth 
quarter of 2007, by the end of 2008 there were large 
declines in employment in the forestry (-12.5 percent), 
manufacturing (-6.6 percent) and utilities (-2.8 percent) 
sectors. The manufacturing sector experienced the greatest 


number of jobs lost at 114 166, of which almost 23 percent 


(25 909 employees) occurred among small businesses 
and just over 56 percent (64 323 employees) among 


large businesses. 


! Figures differ from previous editions of the Small Business Quarterly due to changes in the | 


methodology used for the Survey of Employment, Payrolls and Hours. j 


BUSINESS /nsolvencies 


In the fourth quarter of 2008, there were 1788 business 
insolvency cases (Table 2), which included 1480 bankruptcies 
and 308 proposals. These insolvency cases increased by 

4.4 percent over the previous quarter, and had a total value of 
$3.9 billion. Over the last two quarters of 2008, the volume of 
bankruptcies grew by 4.7 percent, while proposals increased by 
3.0 percent over the same period. However, on an annual basis, 
from the fourth quarter of 2007 to the fourth quarter of 2008, 
the number of bankruptcies declined by 1.8 percent, while the 
number of proposals fell by 1.0 percent, for a total decline in 


insolvencies of 1.7 percent year-over-year. 


The annual decline represents the continuation of a long- 
running trend; the number of insolvency cases has been falling 
since reaching a peak of 4111 in the first quarter of 1996. 


The number of insolvencies for the fourth quarter of 2008 is 


Q3 2008-Q4 2008 4.4 117.4 108.3 4.7 


Q4 2007-Q4 2008 ie! 399.3 407.7 -1.8 


2007-2008 -2.2 24.1 26.9 -2.0 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb.ic.ge.ca). 


Table 2: Total Insolvencies, Bankruptcies and ae and Associated Liabilities 


Insolvencies Bankruptcies Proposals | 
ieee Valucof vaueel ! 

Liabilities Insolvencies Liabilities Insolvencies Liabilities Insolvencies 
Volume ($ 000) ($ 000) Volume ($ 000) ($ 000) Volume ($ 000) ($ 000) | 
Q4 2007 1818 779 393 429 1 507 534 931 35) util 244 462 786 
Q1 2008 2 022 1 416 835 701 1 659 1095 719 660 363 321 115 885 | 

Q2 2008 1922 1 298 017 675 1611 1 062 878 660 aulldl 235 138 756 

Q3 2008 Als) 1 789 874 1 045 1414 1 341 362 949 29) 448 511 1 500 | 
Q4 2008 1788 3 891 641 Pits 1 480 3573 241 2414 308 318 400 1 034 | 


% Change 


Consolidated Annual 


i SS 


the fourth lowest figure since 1996 (only the third quarters } 
of 2006, 2007 and 2008 were lower). The decline is mainly - 
due to a drop in the number of bankruptcies as the number of 


proposals has fluctuated between 300 and 500 since 1996. | 


However, the value of total liabilities has increased significantly 
since the last quarter of 2007. This is reflected by a significant _ | 
increase in the average value of insolvencies from less than 
halfa million in the fourth quarter of 2007 to $2.5 million 

in the last quarter of 2008. Recent figures indicate that total | 
bankruptcy liabilities increased by 166.4 percent in the | 
fourth quarter of 2008 from the previous quarter and : 
568.0 percent year-over-year respectively. It is worth noting i 
that an unusual increase in liabilities was recorded in the fourth 
quarter of 2008. The increase was associated with high- valued 
bankruptcies in the information and cultural industries sector, 


4 


166.4 154.5 3.0 -29.0 -31.1 
568.0 580.2 -1.0 30.2 31.5 | 


23.6 26.2 -2.9 26.6 30.4 
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(continued from page 4) 


which reported liabilities of $1.8 billion in the fourth quarter of 
2008. For the full year, however, total bankruptcy liabilities rose by 


23.6 percent compared with 2007. 


Looking forward, the slowing growth of business revenues in Canada 
will probably have an impact on the number and value of business 


insolvencies during the second half of 2009 and into 2010. 


SELF-Employment 


According to Statistics Canada’s Labour Force Survey, the number 

of self-employed workers in Canada rose by an average annualized 
rate of 1.3 percent from 2.4 to 2.6 million between 2000 and 2008 
(Table 3). Over the same period, the number of employed workers 
went from 12.4 million to 14.5 million, an annualized increase of 
2.0 percent. Due to the higher growth rate of employed workers, the 
share of self-employed in the workforce declined from 16.1 percent 


in 2000 to 15.4 percent in 2008. 


From 2000 to 2008, the number of employees in the services- 
producing sector increased by 2.5 percent on an annualized basis 
compared with 0.5 percent in the goods-producing sector. In contrast, 
over the same period, the number of self-employed grew in both the 
services-producing sector and goods-producing sector at similar rates, 


e., 1.3 percent and 1.2 percent respectively. 


Agriculture had the greatest share of its industry workforce who 
were self-employed in 2008 (62.2 percent), followed by professional, 
scientific and technical services (33.2 percent) and construction 


(30.2 percent). 


In terms of industries in which the self-employed worked, the most 
prevalent in 2008 was professional, scientific and technical services 
15.1 percent), followed by construction (14.2 percent) and trade 
(11.0 percent). The same three industries were also the top three 
employers of self-employed workers in 2000. Between 2000 and 
2008, the three sectors that increased their share of the self-employed 
workforce the most were construction: professional, scientific and 
technical services; and finance, insurance, real estate and leasing. The 
share of employed workers in these sectors also rose. In contrast, the 
share of employed workers in manufacturing fell from 17.4 percent in 
2000 to 12.9 percent in 2008, while the share of the self-employed 
workforce in manufacturing remained the same, at 3.8 percent, 


between 2000 and 2008. 


(continued on page 6) 
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ae Wa in Program 


S are an important part of Canada’s economy, but 
they face unique ch: allenges when seeking financing. The ¢ Canada 
Small Business Financing Program makes it easier fe small 
businesses to obtain loans from financial institutions by sharing 
the risks with lenders. 


Eligibility 

Small businesses operating for profit in Canada with gross annual 
revenues of $5 million or less. Fs arming busi s, not-for-profit 
organizations, or charitable and religious organizations are not 
eligible under this program. 

Loans can be used to finance up to 90 percent 
of the cost of 

* purchasing or improving land, real property or immovables; 


purchasing leasehold improvements or improving leased 
property; or 


purchasing or improving new or used equipment. 


Amount of Financing 


Up to a maximum of $500 000 for any one business, of which 
no more than $350 000 can be used for purchasing leasehold 
improvements or improving leased property and purchasing or 
improving new or used equipment. 


Costs 


The interest rate is determined by the financial institution. The 
following two options are available: 


* Variable Rate: The maximum chargeable is the lender’s prime 
lending rate plus 3 percent. 


Fixed Rate: The maximum chargeable is the lender's single family 
residential mortgage rate for the term of the loan plus 3 percent. 


How to apply for a loan 


Financial institutions deliver the program and make all credit 
decisions. Small businesses must visit their local bank, credit union or 
Caisses populaire to obtain a loan under the program. 


For more information on the 


Canada Small Business Financing Program 
Tel. (toll-free): 866-959-1699 
Fax: 613-952-0290 
Email: CSBFA-LFPEC@ic. 


site: www.ic.gc.ca/csbfa 


(continued from page 5) 


*Includes unpaid family workers. 


Source: Statistics Canada, Labour Force Survey, 2000 and 2008. 


BUSINESS Financing 


Financing of Small and Medium- 
Sized Enterprises 


Results from the 2007 Survey on Financing of Small and 
Medium Enterprises were released in March 2009. The survey is 
the most comprehensive data set on entrepreneurship and SME 


financing. It includes data on requests for loans, approvals 


Table 3: Self-Employment in Canada, Share by Category of Worker and Industry, 2000 and 2008 


Employees Self-Employment* 
Number of Senay Share of Share of Industry Number of Self- paket Share of Self- Share of Industry — 
Employees Clange Employed Workforce Employed Chane Employed Workforce Hf 
2000 2008 2000-2008 2000 2008 2000 2008 2000 2008 2000-2008 2000 2008 2000 2008 | 
Industry (Thousands) (Percent) (Thousands) (Percent) j 
Goods-Producing Sector 3162.8 3296.3 0.5 25.5 22.7 82.8 82.0 659.1 725.0 E92 27.8 27.6 L7e2: 18.0 | 
Agriculture 124.2 12325) -0.1 1.0 0.9 33.4 37.8 247.9 203.5 -2.4 10.4 eve 66.6 62.2 
Forestry, Fishing, Mining, | 
Oil and Gas 228.7 291.9 all 1.8 2.0 83.0 85.8 46.7 48.2 0.4 2.0 1.8 7. Ola “ 
Utilities 114.8 151.6 BVe) 0.9 1.0 100.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 7 
Construction 535.9 859.9 6.1 43 Ee) 66.2 69.8 274.2 SHEN oe BW) 11.6 14.2 33.8 30.2 
Manufacturing 2159.3 1869.4 -1.8 We 129 96.0 94.9 90.1 100.9 1.4 3.8 3.8 4.0 5.1 
a 
Services-Producing Sector O77. Omlua 9939) DS) Tao 71.3 84.3 85.5 1714.6 1904.6 1.3 722. 72.4 L5H 14.5 
. 
Trade V98L:9) 2:388:7 2.4 16.0 16.5 86.4 89.2 311.4 290.0 -0.9 13.1 11.0 13.6 10.8 
Transportation and } 
Warehousing 633.3 711.0 als) Dal 49 S20 ne2.9) 138.9 146.7 0.7 Di 5.6 18.0 17.). 
. 
Finance, Insurance, : 
Real Estate and Leasing 729.5 896.6 2.6 ye) 6.2 85.0 83.4 128.4 1788 4.2 5.4 6.8 15.0 166 
Professional, Scientific and i 
Technical Services 612.4 801.8 3.4 4.9 SD) 65.7 66.8 319.8 398.2 2.8 13.5 15.1 34.3 330) 
Management of Companies } 
and Administrative and 
Other Support Services 380.6 520.5 4.0 ait 3.6 70.9 75.8 156.4 166.0 0.7 6.6 6.3 Dskll 
Educational Services 929.1 1140.9 2.6 TS Ie) 95.4 95.6 45.0 52.0 1.8 1) 2.0 46 
Health Care and Social 
Assistance 1318.9 1 669.7 3.0 10.6 WS) 7. S877; 195-0 2337) 3) 8.2 8.9 IpeS) 
Information, Culture 
and Recreation 567.7 635.6 1.4 4.6 4.4 857 83.7, 94.4 124.0 SnD) 4.0 4.7 14.3 
Accommodation and 
Food Services 846.2 983.4 1) 6.8 6.8 90.2 91.6 92.0- 90.0 -0.3 39 3.4 9.8 
Other Services 455.4 525-9) 1.8 Bef, 3.6 66.1 70.0 233.1 oyy?) -0.4 9.8 8.6 33.9 
Public Administration 772.6 OVS eT 2S) 6.2 6.4 100.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 ( 
All Industries 12 390.5 14496.2 2.0 100.0 100.0 83.9 84.6 2 373.7 2629.6 113} 100,0 100.0 16.1 5 


of loan applications and measures of firm satisfaction with 

credit suppliers. The results cover seven industry groupings, | 
five employment sizes, six geographic regions, different types | 
firms (e.g. start-ups and established firms) and a range of figure 


on business characteristics. | 


According to the latest results, small and medium-sized 


enterprises applied for $59 billion in loans in 2007. About 


pteacae Sor en ncaa 


(continued on page 


i 
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86 percent of the loans were approved, for $51 billion. This approval 


rate was higher than the 80 percent approval rate recorded in both 


the 2000 and 2004 surveys. This may reflect the good financing ACTI (@) N TO SU PPO RT 
environment before the start of the credit crunch. SMALL BUSI N ESS 

The larger the firm (defined in terms of number of employees), the 
more likely it requested external financing. About 13 percent of firms from Budget 2009 


with 1-5 employees requested financing, while almost half of the 


The current economic slowdown has created a challenging time 


largest firms, those with 100 to 499 employees, requested financing. for many small businesses. To support this important sector of 
the Canadian economy, the Canada Business Network provides 
The majority (97 percent) of requests for financing From eee government information and services for businesses and start-up 


entrepreneurs. 
with 100 to 499 employees were approved, whereas the approval rate 


Ey busi ith 1 The Government of Canada is taking action to support small 
or businesses with 1—5 employees was 79 percent. businesses through Budget 2009: Canada’ Economic Action Plan. 


| f | . . . 1 ar eT: + , 1 7 ' 
As in previous surveys, the loan request rate was higher in capital In the Couns, YES the federal CON CECE will make it caiel 
for small businesses across Canada to obtain the financing they 
o ? 


need to invest, grow and create new jobs; save money on taxes and 
manufacturing, and lower in human capital intensive sectors, such as much more. 


_ intensive sectors, such as agriculture, primary industries and 


. knowledge-based industries. 


The following are some of the directions the government is taking 


in Budget 2009 to help small businesses grow and manage under 
| Almost all requests for financing in the primary sector were approved. the current economic conditions: 


i . : 5 x ef 5 * : 
| Accommodation and food services had the lowest approval rate at O Improving access to financing and Increasing access to credit for 


80 percent small businesses 


Tax and tariff relief 


Despite these high approval rates, one in five businesses cited 
5 4 ified . ; ae ae Enhancing the availability of training and further developing a 
difficulty in obtaining financing as an obstacle to the growth of the highly skilled workforce 


business, a result that was also expressed in 2004. 


Half of all businesses reported that they depended on financial 


More information on these and other actions is available in 
www.budget.ge.ca/ ome-accueil-eng.asp or by visiting 
the Canada Business Network at www.C abusiness.ca. 


‘institutions to fund the start-up of their businesses, with two out 


of three reporting that they depended on loans for their ongoing 


erations. THREE service channel... 


Overall, one quarter of all business owners reported that they 
‘intended to retire from their businesses over the next five years. Of 
ithese, one in five intended to keep the business within the family, 
‘two in five planned to sell the business to outsiders and most of the 


| 4 5 2, 
‘remainder intended to close the business. 
| 


‘The 2007 Survey on Financing of Small and Medium Enterprises is 


conducted in partnership with Statistics Canada as part of a data 


CanadaBusiness.ca 


collection program on small and medium-sized businesses. The 1 888 576-4444 
survey covered about 15 000 responding firms operating in 2007 1 800 457-8466 (TTY) 


with fewer than 500 employees and less than $50 million in revenue. 
I 


For more information on survey results and this initiative, visit 
www.sme-fdi.gc.ca/eic/site/sme_fdi-prf_pme.nsf/eng/02152.html. Canada Business 


Network 


ia Business Quarterly — Vol. 11, No. 1, May 2009 
i 


4 


RECENT Developments 


“Mil STATISTICS CANADA REPORT: PAPER BURDEN Reduction 


Measuring the Contribution of the On March 20, 2009, the Honourable Diane Ablonczy, 
| Unincorporated Sector in the Canadian Minister of State (Small Business and Tourism), announced 
Econom y, ji 9 9 WA to 2 002 that the federal government had achieved its goal to reduce © ib 
the paperwork burden on small businesses by 20 percent. For 
f= In February 2009, Statistics Canada published Measuring small businesses, the cuts bring tangible benefits. For example, 
| ) the Contribution of the Unincorporated Sector in the Canadian the Canada Revenue Agency has reduced the frequency of | 
4 Economy, 1997 to 2002, a study estimating the gross domestic required tax filings and remittances. ; 
product (GDP) for the unincorporated and incorporated ; 


Thirteen federal departments and agencies worked together to 


sectors across Va 10US 1 dustt ‘CS Unincorporated enterprises ts 20 p li a | bs 
achieve the -percent reduction y stream ining regu ations, H 


are typically small in size, and have relatively less start-up 


eliminating duplicate requirements, getting rid of overlapping 


i ing i i are pi er s 
costs and require less working capital compared with large obligations and reducing how often documents need to be filed. _ 


businesses. Results suggest that, in 2002, the unincorporated 


sector represented 10.1 percent of total business sector GDP, Along with cutting red tape, the government has introduced 


a slight decrease from 11.3 percent in 1997. creative means of streamlining how businesses interact 


with government. BizPaL, for example, is a one-stop online 
5 
The full report can be accessed at 


www.statcan.gc.ca/pub/11-624-m/1 1-624-m2009023-eng.pdf. 


service that provides easy access to information about permits 


and licences that entrepreneurs need to start up and grow : 


their business. 


= — - — a — = For more information, consult the “Related Government 


& —=—=—= = = = as 7 


$ Initiatives” section of www.reducingpaperburden.ge.ca. 
Small Business Quarterly aK aoe | 


Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read HARMONIZATION OF 
snapshot of the recent performance of Canadas small business sector. | the GST an APST 


Industry Canada. 
eae see es The Ontario 2009 Budget proposed a comprehensive tax 
If you want to subscribe, please send your request to 


sbrp-rppe@ic.gc.ca. If you have questions or comments about the 


——_+—-— 3 


content, please send them to the editor: 


reform package to move to a single value-added sales tax ata 


combined rate of 13 percent (provincial portion of 8 percent, | 
federal portion of 5 percent) on July 1, 2010. Assistance will - 


Manique Weerasinghe 


be provided to small businesses through a one-time sales 


tax credit to help them make changes to point-of-sale and 


Industry Canada accounting systems. 
OttawaON KIAOHS — 


When the proposed corporate income tax rate cuts and the 


single sales tax are fully phased in, the marginal effective tax 


rate on new capital investments in Ontario will have been 


cut in half, Additionally, a single sales tax will also reduce 


; : S ‘ aperwork costs for business by more than $500 million a yea: a 
I Reproduce ise specifically noted, Pep y $ bie 
1e in 1 1 = 


pub d, in part or in whole peng tus aa sey 
ithe mission from ndustry For more information on this initiative, visit 
e t due 1 ensuring racy ; ; 
: coduced: that Industry Ca daeidenc ed u www.fin.gov.on.ca/english/budget/ ontariobudgets/2009/. 
the source institution; and that the reproduction is not a resented as 
ano version of the information reproduced, nor as having been made 
in affilition with, or with the endorsement of, Industry Gude 


For permi eproduce the chonaion in this publication for 
comme r : 
cop) 


Printed on 10% recycled paper. 
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) 


PERFORMANCE 
Trends 


Job creation in Canada reported a decrease of 0.8 percent 
or a loss of 109 650 jobs in the first quarter of 2009 
compared with the same period in 2008. Small and 


medium-sized businesses' contributed 84.2 percent and 
42.4 percent to job losses, respectively, while large firms 
minimized the losses by creating 29 230 jobs, an increase 
of 26.7 percent. 


A grand total of 2 314 563 business establishments? existed 
in Canada by December 2008, a slight increase of 0.4 percent 
from December 2007. Small businesses accounted for 


97.8 percent of employer establishments. 


The number of incorporated self-employed workers 
without paid help in 2009 rose to 494 000, an 8.3-percent 
increase from 2008. Unincorporated self-employed 
workers without paid help grew by only 2.0 percent 

to 1 302 000 over the same period. 


I The five-year survival rate for Canadian knowledge- 
based venture capital funded small and medium-sized 
| _ enterprises (SMEs) was 57 percent compared with a five- 
¢ _ year survival rate of less than 55 percent for all SMEs. 


Ea * Small businesses are defined as having fewer than 100 employees, 
3 medium-sized businesses having 100 to 499 employees and large 
_ businesses having 500 or more employees. 


F * For an individual business establishment to be included in 
4 Statistics Canada’s Business Register, the company to which it 
z belongs must meet one of the following criteria: have at least one 
_ paid employee (with payroll deductions remitted to the Canada 
Revenue Agency), have annual sales revenues of $30 000, or be 
incorporated and have filed a federal corporate income tax return 
_ at least once in the previous three years. Some business 
establishments can belong to the same company, and each 
_ company owns at least one business establishment. 


Government 
Publications 


QUARTERLY 


SMALL BUSINESS PERFORMANCE 
through Changes in Economic Conditions 


As the decline in Canadian economic activity becomes more pronounced, 
increased attention is directed towards understanding how enterprises are 
affected and how they perform during challenging economic times. 
While all businesses, whether small, medium-sized or large, are impacted 


by economic recessions and slowdowns, their relative performance is not known. 


Industry Canada has undertaken an analysis of how businesses of different 
sizes are affected by changes in economic conditions in terms of the number 
of active businesses and employment. Previous recessions and slowdowns 
are analyzed in an attempt to draw significant conclusions on the relative 


performance of small, medium-sized and large firms. 
Number of Businesses by Firm Size 


Data from Statistics Canada’s Business Register allow observations of the 
number of businesses by firm size, starting from 1988. These data are used 
to examine how the number of businesses have fluctuated during recessions 
and slowdowns over the past 20 years. As illustrated in Figure 1, periods of 
interest include the recession in the early 1990s, slowdowns in 1996 and 


2001, and the current economic downturn that started in 2008. 


Statistical analysis reveals that 
the number of small businesses 


(fewer than 100 employees) 
is less sensitive to changes in Business Establi 
Job Creation 


gross domestic product (GDP) 


Self-Employment ‘ eae e 


Business Development Bank’ of Canada 
a 


Business Financing . . 


Upcoming Events. 


(continued on page 2) 


(continued from page 1) 


growth than medium-sized and large businesses. Over the past 
20 years, the number of small businesses has been growing 
during periods of economic growth as well as during economic 


downturns. Growth rates, however, have been lower over the 


last decade. 


The populations of medium-sized (100 to 499 employees) 
and large (500 employees or more) businesses exhibited very 


different growth patterns than small businesses. The number 


— Small firms 


Nie 
ay) 


20- 


Thousands 
Thousands 


Source: Statistics Canada, Business Register, 1988-2008. 


Employment by Firm Size 


Employment by firm size was compared with GDP growth 
over the period starting in the first quarter of 1997 until the 
second quarter of 2009. Analysis over a longer time frame 
was limited due to data constraints. Table 1 illustrates the 
changes in private employment by firm size over four periods 
of low annualized GDP growth that are of particular interest: 
Q4 2000 to Q3 2001 (0.7 percent), QI 2003 to Q3 2003 
(0.8 percent), Q4 2007 to Q3 2008 (0.3 percent) and 

Q4 2008 to Q2 2009 (-3.9 percent).’ 


Statistical analysis reveals that employment in businesses with 
fewer than 100 employees is less responsive to slow GDP 
growth than in medium-sized and large firms. Since the 
beginning of the current economic difficulties in the fourth 
quarter of 2008 until the second quarter of 2009, all small 
businesses experienced a 0.6-percent decrease in employment 
(with firms with less than 20-employees faring a bit worse). 
Employment has fallen the most in large businesses during 
the current economic climate, decreasing by 15.6 percent, 
while employment in medium-sized businesses has decreased 


by 7.7 percent. 


of large businesses decreased during the recession in the early 
1990s, grew significantly in 1999 and between 2003 and 2006, 
and declined afterwards. Medium-sized firms were also 
impacted by the 1990 recession, and grew afterwards until 
2006. In addition, medium-sized firms experienced considerable 


changes during the past three years when the pool of businesses 


shrunk significantly as GDP growth decreased. 


Figure 1: Number of Businesses by Firm Size, Canada, 1 988-2008 
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Table 1: Private Employment by Firm Size 
and GDP Quarterly Annualized Growth 


Rates, Canada 

Period 
Firm Size (Number Q4 2000- Q12003- ——«Q42007- 4 2008- 
of Employees) Q3 2001 Q3 2003 Q3 2008 Q2 2009 
All Firms 2.5% 1.1% 0.9% 3.7% | 
<20 0.8% 2.8% 1.6% 0.7% 
20-99 3.6% 2.3% 0.6% 0.4% 4 
Small (0-99) 2.1% 0.4% 1.1% -0.6% 
Medium (100-499) 2.9% 2.3% 0.1% 7.7% i 
Large (500+) 3.8% 4.1% 0.7% -15.6% 
GDP Annualized | 
Growth Rate 0.7% 0.8% 0.3% 3.9%! 


Source: Statistics Canada, Industry Canada calculations. | 
| This rate was calculated using the GDP projection for the second quarter of 2009 


from Global Insight. 


‘ 


] 
| 


) The Labour Force Survey (LFS) allocates businesses by establishment size. Other survey 
such as the Survey of Employment, Payrolls and Hours (SEPA), allocate businesses by 
enterprises. Therefore, a firm, with less than 100 employees, within an enterprise, will 
be counted as a small firm establishment in the LFS, but will be accounted for as an 


enterprise in the SEPH data, given it is an establishment within an enterprise. 
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BUSINESS Establishments 


According to Statistics Canada’s Business Register, there were second place with increases of 0.6 percent each. The number 
2 314 563 business establishments in Canada at the end of 2008 of employer businesses fell everywhere else in Canada, with 
(Table 2), a decline of 1.2 percent compared with December Nunavut experiencing the sharpest decline at 4.7 percent, 
2007. ‘The number of businesses in the “indeterminate” category! followed by Newfoundland and Labrador at 4.5 percent. 


fell by 31 387, a drop of 2.5 percent from the previous year. 


In December 2008, most business establishments were 


The number of employer businesses (those with at least one 
located in Ontario (37.6 percent) and Quebec (19.8 percent). 


employee) grew by 3921, reaching 1 080 968 in December 2008, 


Bie ire sce oF 0.4 percent from 2007, The Western provinces accounted for 36.8 percent of business 


establishments and the Atlantic provinces for 5.6 percent. 
In December 2008, small businesses accounted for 97.9 percent The distribution of business establishments by province was 
of employer businesses, with the distribution by firm size similar to that in December 2007. 


essentially the same as December 2007, medium-sized 


businesses accounted for 1.9 poe! and large businesses ' The indeterminate category consists of incorporated or unincorporated businesses that 


| “accounted for 0.3 percent. do not have a Canada Revenue Agency payroll deductions account. The workforce of such 


businesses may consist of contract workers, family members and/or owners. 
At the provincial level, Ontario posted the strongest year- 


over-year increase in the number of employer businesses 


at 1.6 percent. Alberta and British Columbia were tied for 


Table 2: Business Establishments by Size of Employment and Province or Lerritory, December 2008 


Number of Employees 
Year-Over-Year 
Grand Change (%) 

Province or Territory Total Indeterminate! Total (2007-2008) 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 
Newfoundland and Labrador 25 506 8 335 17171 4.5 9700 3817 1875 1137 338 160 94 50 
Prince Edward Island 10 120 4 239 5 881 -4,3 3 085 1 321 761 477 140 56 30 11 
Nova Scotia 52 836 22 753 30 083 5; 16593. 6245 3538 2317 746 402 170 72 
New Brunswick 41 568 16 049 25 519 -1.6 14029 5306 3101 2015 583 291 128 66 
Quebec 458 030 221873 —-236 157 -0.6 121505 52619 30350 20284 6537 2838 1355 669 
Ontario 869 651 498 118 371 533 1.6 204355 73193 44883 29167 10575 5300 2802 1258 
Manitoba 74 459 39 697 34 762 -0.8 17436 7544 4732 3093 1102 472 264 119 
Saskatchewan 90 181 53 393 36 788 -0.1 20249 7779 4571 2782 825 342 164 76 
Alberta 331 405 181 439 149 966 0.6 88 627 27133 16 942 10 617 3 691 iy2? 878 349 
British Columbia 354 695 185 273 169 422 0.6 95 987 34 020 20 268 12 277 3 969 1718 833 350 
Yukon 2770 1217 1553 13 760 364 212 150 31 21 12 3 
Northwest Territories 2534 985 1549 4d 543 365 302 223 69 33 12 Z 
Nunavut 808 224 584 -4,7 145 146 131 104 38 13 6 i 

‘ Canada Total 2 314 563 1 233 595 1 080 968 0.4 593014 219852 131666 84 643 28 644 13 375 6 748 3 026 
- Canadian Share of Employer Businesses December 2008 54.9% 20.3% 12.2% 7.8% 2.6% 1.2% 0.6% 0.3% 
: Dorahe 007 54.7% 20.3% 12.2% 7.9% 2.7% 1.3% 0.6% 0.3% 


Source: Statistics Canada, Business Register, December 2008. 


y . . . 
' The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses may 
Consist of contract workers, family members and/or owners. 


JOB Creation 


Between the first quarter of 2008 and the first quarter of 2009, 
while large firms created 29 231 jobs, small firms lost 92 368 jobs 
and medium-sized firms lost 46 511 jobs, resulting in an overall 
job loss of 109 650 jobs (Table 3). These figures correspond to 
a decrease in jobs by 1.7 percent and 2.2 percent among small 
and medium-sized firms, respectively, and an increase in job 


creation by 0.4 percent among large firms. 


Of the 109 650 jobs lost, small and medium-sized businesses 
contributed 84.2 percent and 42.4 percent to job losses, 
respectively, while large firms reduced overall losses through 


job growth of 26.7 percent. 


Provincially, the Northwest Territories recorded the largest 


job growth in Canada at 8.1 percent, 1974 jobs, and 


a small business employment loss of 3.1 percent. Nunavut 
documented the greatest employment loss with 8.9 percent, 
a 934 job loss; however, Nunavut also had the largest small 


business employment in Canada at 2.8 percent. 


Ontario’s overall job loss was 1.6 percent and it recorded 
a small business employment loss of 2.0 percent. Quebec 
recorded 0.2 percent growth in employment, but small 
businesses shed 0.3 percent of their jobs. Small business 


employment loss was greatest in Yukon (-6.2 percent). 


! Data collected from the Survey of Employment, Payrolls and Hours, July 2009, which is 
different from the data used in “Employment by Firm Size” of the feature article “Small 


Business Performance through Changes in Economic Conditions.” See footnote 1. 


Table 3: Year-Over-Year Change’ in Payroll Employment? by Province and Territory, Ist Quarter 2009 _ 


Change % Contribution to Total Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q1 2008 Dial 298 728 44 14.3 ED 10.2 40.1 4.4 De) De 50.2 
Q2 2008 25 301 763 6.9 Sh Hl 11.6 Sei 379 Die. 10.6 IAT: 49.4 
Q3 2008 1.6 232 081 2.8 1.9 11.0 11.4 27.0 -0.4 HED) 13.6 59.4 
Q4 2008 1.0 142 488 -1.1 USD 6.2 B07 16.3 0.0 5.4 5.4 78.3 
Q1 2009 -0.8 -109 650 16.0 30.1 10.6 27.6 84.2 36.4 6.0 42.4 -26.7 
Province and Territory Growth Rate (%) 
Newfoundland and 
Labrador 1.9 3 226 -3.2 0.7 19) ae 0.5 10.9 259 14.3 0.9 
Prince Edward Island 0.2 107 4.4 Ne) 0.2 -11.5 -2.3 -22.6 -31.6 22. 10.1 
Nova Scotia -0.3 -974 -4.2 -3.3 0.5 -3.3 -2.5 -1.1 17.6 4.4 0.1 
New Brunswick -0.8 -2 321 -3.4 -0.3 -1.1 -1.2 -1.3 -3.2 5.4 -0.6 -0.5 
Quebec 0.2 7 981 -1.0 -1.2 1.0 -0.1 -0.3 -1.4 -0.6 -1,.2 19 
Ontario -1.6 -90 144 -1.4 -1.4 -1.3 -4.5 -2.0 -4.1 -2.0 3.5 -0.7 
Manitoba -0.7 -3 580 -2.4 -1.1 -1.4 1.0 -0.9 0.4 Wes: 2.4 -1.3 
Saskatchewan 1.6 6 780 -4.1 0.8 3.9 0.9 0.7 4.4 -6.2 1.0 2.5 
Alberta 0.2 aay -2.3 -1.7 -1.3 -1.4 -1.7 -3.3 -5.6 -4.0 3.4 
British Columbia -1.9 -35 066 -2.0 -4.0 -3.3 -5.0 3.6 -2.4 0.3 -1.7 0.0 | 
Yukon? -1.5 -269 ID) -8.7 Holl -7.6 -6.2 13.4 — — —_ 
Northwest Territories? 8.1 1974 -4.1 -4.6 -1.4 -1.8 -3.1 12.4 —_— _— —_ 
Nunavut? -8.9 -934 -6.5 -3.9 -4.6 24.2 2.8 -10.8 — — — 
Canada Total -0.8 -109 650 -1.8 -1.7 -0.8 -2.6 he -2.6 -1.1 -2,2 0.4 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, July 2009. 


Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


2 Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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SELF-Employment 


According to the latest figures of Statistics Canada’s Labour Force Survey, 


the number of self-employed workers increased by 40 000 to 


2.633 million from 2008 to 2009 (Table 4), an increase of 1.5 percent. 


This contrasts with the decrease of 1.8 percent in the number of 
employees over the same period. During an economic slowdown, it 
is normally expected that individuals may turn to self-employment 


when they have difficulty finding employment. 


Growth in self-employment was mostly associated with an increase 
in the number of self-employed without paid help. The number of 
incorporated self-employed without paid help grew by 8.3 percent 
from 456 000 to 494 000 between 2008 and 2009, while the number 
of unincorporated self-employed without paid help grew by only 
2.0 percent, going from 1 277 000 to 1 302 000. In contrast, 
incorporated self-employed with paid help grew by only 3000 


(a 0.5-percent increase) and unincorporated self-employed with paid 


help fell by 19 000, a 7.7-percent drop. 


The share of self-employed individuals varies across different 


industries. In 2009, the largest shares of self-employed individuals 


were in the management industry (19 percent) followed by the trades, 


transport and equipment operators (18 percent). The category with 


the lowest share of self-employed individuals belonged to occupations 


unique to processing, manufacturing and utilities (2 percent), with 


44 000 self-employed individuals. 


Similarly, there were share fluctuations among employed individuals. 
The category with the largest share of employed individuals was 

in the sales and service occupations (26 percent), followed by 

the business, finance and administration category (20 percent). 

The primary sector had the smallest share of employed individuals 


(1 percent), with 209 000 employed. 


In some sectors there were opposite trends in self-employment and 
employment segments of the labour market. While the number of 
self-employed in the art, culture and recreation and sport category 
increased by 13.9 percent from 2008 to 2009 (the third largest 
increase), the number of employees in that sector decreased by 

5 percent. Similarly, self-employment increased in the natural 

and applied sciences; the sales and services occupations; and the 
Occupations unique to processing, manufacturing and utilities while 
the number of employees in these sectors decreased. In management 
occupations, the number of employees increased while the number 


of self-employed managers decreased. 


(continued on page 6) 
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Brief History 


The BDC is a wholly-owned Crown corporation created to 
provide managerial and financial support to small and medium- 
sized Canadian businesses. The BDC was originally formed in 
1944, under the name Industrial Development Bank (IDB), 

to help soldiers returning from World War II start their own 
businesses. In 1975, the IDB was transformed into the Federal 
Business Development Bank (FBDB) and again in 1995 into 
the Business Development Bank of Canada. Although the BDC 
has changed in name and structure, the underlying purpose for 
creating the bank has remained essentially the same over the 
years, that is, to serve the financing needs of eligible credit-worthy 
Canadian businesses when the market fails to do so. 


Post-Recession 


The recession of fiscal years 2008 and 2009 has represented two 
years of significant challenge for Canadian businesses. A major 
concern of the government has been that smaller firms have 

a more difficult time gaining access to financing. As smaller 
firms typically have less collateral and shorter credit lives than 
their larger counterparts, gaining access to financing has been 
more difficult. 


Funding Commitment 


In response to this challenge, the federal government has 
committed $700 million to the BDC to help increase businesses’ 
access to funds, of which $250 million is being used to increase 
the BDC’s term lending activities, and $100 million is being 
used to set up an Operating Line of Credit Guarantee (OLCG) 
program. An OLCG program is similar to an insurance program 
that protects financial institutions from non-payment (up to 

80 percent) in the event that clients default on their lines of 
credit. This essentially allows lenders to transfer default risk from 
their loan portfolios to the BDC, which should increase lenders’ 
willingness to lend funds to businesses, or at least discourage them 
from lending fewer funds. 


To qualify for coverage under the OLCG program, a business 
must satisfy the following criteria: 


¢ The business must be commercially viable 


The business must have an operating line of credit of between 
$400 000 and $40 million that can be secured by short-term 
assets, such as inventories and accounts receivable 


The business must satisfy the eligibility criteria set by its 
financial institution 


(continued on page 7) 


(continued from page 5) 


Table 4: Self-Employment Workers and Employees by Occupation, Canada, 
First Quarter for 2008 and 2009 


ee ee a 


Incorporated Unincorporated 
Occupation Employees Self-Employed* With Paid Help Without Paid Help With Paid Help Without Paid Help 
ee sees ree es 
Percent 2009 Percent 2009 

2008 2009 Change Share 2008 2009 Change Share 2008 2009 2008 2009 2008 2009 2008 2009 

(Thousands) (%) (Thousands) (%) (Thousands) 
Business, finances and 
administration 2 823 2769 -1.9 20 287 280 -2.4 ll 63 56 65 63 20 20 132 135 
Health occupations 866 907 47 7 137 147 73 6 39 40 12 16 30 25 56 66 
Management occupations 1008 1031 2.3 Ve 498 488 -2.0 19 230 231 67 75 67 of] 134 128 
Natural and applied sciences 1057-1028 -2.7 7 142-152 7.0 6 26 27 50 58 6 7 59 60 
Art, culture, recreation 
and sport 340 323 -5.0 2 180 205 13:9) 8 9 11 29 34 5) 7 137 153 
Social science, education 
and government 1354 1 382 DA 10 158 186 17.7 Vf 19 22 17 20 15 22 107 123 
Primary industry 220 209 -5.0 1 273 249 -8.8 9 40 40 50 44 27 25 147 133 
Sales and services occupations 3643 3613 -0.8 26 412 418 15 16 56 57 53 70 32 27 267 262 
Trades, transport and 
equipment operators 2 027 1941 4.2 14 469 465 -0.9 18 95 92 104 104 39 3 228 230 
Occupations unique to 
processing, manufacturing 
and utilities 859 738 -14.1 5 37 44 18.9 2 12 18 10 10 5 2 10 139) 

4196 13940 -1.8 100° 2/593, 2635 1) 100 590 593 456 494 246 227 1277 1302 


Total, all occupations 1 


*Includes unpaid family workers. 


Source: Statistics Canada, Labour Force Survey, July 2009. 


BUSINESS Financing 


Venture Capital-Backed Firms Have Higher Survival Rates 


Small and medium-sized enterprises (SMEs) are important Canadian SMEs have posted five-year survival rates of less 
contributors to Canada’s economic activity. Their survival rates, than 55 percent between 2001 and 2006.'! When considering 
and an understanding of the factors that impact those rates, the subset of SMEs focused on innovation and research and 
have long been a research area of interest to academics and development (R&D), which are considered to be riskier 


policy-makers. 


(continued on page / 
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endeavours, one may expect their five-year survival rates to be even 
lower. However, an internal Industry Canada analysis of Canadian 
knowledge-based venture capital (VC) funded SMEs between 1999 
and 20067 showed the opposite. The survival rates for VC-backed 
firms were slightly higher, with 57 percent of these firms surviving 
for at least five years after receiving their first round of VC financing. 
This suggests that VC has a positive, albeit small, impact on the 


survival prospects of innovative and R&D intensive SMEs. 


Similar results have been reported in the United States, where VC- 
backed firms have a five-year survival rate of 77 percent compared 
with 49 percent for non-VC-backed firms.’ VC funds not only 
provide financing but also business support, access to networks and 
access to managerial talent, which can possibly affect the performance 
of their portfolio companies.* VC funds are also known to invest in 
emerging technologies and recognize technological trends, selectively 
choosing technologies that have potential for accelerated growth 


and adoption. 


In Canada, many of the VC-backed firms that were analyzed still 
rely on venture capital financing. Most of these firms were still in the 
early stages of their life cycle and continue to receive VC financing. 


Additional analysis of the profitability and self-sustainability of these 


companies is required in order to come to a definitive conclusion about 


the impact that VC financing has on the true survival rates of firms. 


‘Industry Canada, Key Small Business Statistics, January 2009. 


* This data set consists of Canadian companies that received at least one round of venture capital 
funding between 1999 and 2006. 


> Manju Puri and Rebecca Zarutskie. On the life cycle dynamics of venture-capital- and non-venture- 
capital-financed firms. National Bureau of Economic Research, NBER Working Paper 14250. 


* Bottazzi, Laura, Da Rin, Marco and Hellmann, Thomas, 2005. Human Capital in the Knowledge- 
Based Firm: Evidence from Venture Capital. 
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(continued from page 5) 


The remaining $350 million is being used to increase the BDC’s 
venture capital (VC) investments. VC represents a form of private 
equity investment that does not trade on an organized stock 
exchange. It is generally used to fund young small and medium- 
sized businesses that have significant growth potential (typically 
associated: with positive net sales and greater assets). 


Of the $350 million, $260 million is being provided to the 
BDC'’s existing venture capital businesses (those that have the 
highest likelihood of success), and to new early-stage and late- 
stage technology companies.' The remaining $90 million is being 
invested directly in various VC funds: 


Finalizing all VC investments, term loans and OLCGs will 
take some time. Although the effect of these initiatives will be 
substantial, their full impact remains to be determined. 


In summary, of the $700 million that has been committed 
to the BDC: 


$250 million is being used for term lending activities 
$100 million is being used for setting up an OLCG program 


$350 million is being used to increase venture capital 
investments 


4 $260 million is being provided to existing VC businesses 
& $90 million is being invested in other VC funds 


For more information on the BDC, please visit www. 


"An e firm is defined as a firm that has begun initial marketing and related 
development and needs financing to achieve full commercial production and sales. 
A late-stage firm is defined as an established or nearly established company that needs 


capital to expand its productive capacity, marketing and sa 


UPCOMING vents 


CCSBE: 
30th Annual Conference 


The Canadian Council for Small Business and 
Entrepreneurship will be hosting its 30th Annual Conference 
tailored to entrepreneurs, practitioners, policy-makers and 
academics at the Ted Rogers School on Management in Toronto, 
Ontario, October 16-18. This year’s theme will focus on the 


“Commercialization of Innovation: Fuelling Growth in Canada.” 


For more information, visit www.ryerson.ca/ccsbe/. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you want to subscribe, please send your request to sbrp-rppe@ic.gc.ca. 
If you have questions or comments about the content, please send 
them to the editor: 


Manique Weerasinghe 

Email: ranmalmanique.weerasinghe@ic.gc.ca 

Small Business and Tourism Branch 

Industry Canada 

235 Queen Street 

Ottawa ON K1A 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 

Permission to Reproduce. Except as otherwise specifically noted, the information in this 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry. Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; that Industry Canada is 
identified as the source institution; and that the reproduction is not represented as an 


official version of the information reproduced, nor as having been made in affiliation with, 
or with the endorsement of, Industry Canada. 


For permission to reproduce the-information in this publication for commercial 
redistribution, please email: copyri sht.droitdauteur@communication.ge.ca 
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SMALL BUSINESS WEEK 2009 


Originally created by the Business Development Bank of 
Canada (BDC) to provide business management training 
sessions, the annual Small Business Week, 2009 will be held 
during October 18-24 across Canada. This year’s theme 
will focus on “Your Dream, Your Business, Your Passion” 
with the Young Entrepreneur Awards being held the night 


of October 20 in Ottawa, Ontario. 


For more information, visit www.bdc.ca/en/about/events/ 


small business week/default.htm. 


SIXTH ANNUAL STRATEGIC 
INVESTORS’ World Summit 


Attracting investors and investing communities worldwide 

is the purpose of the Strategic Investors’ World Summit. 
This is compromised of three forums: a Public Policy Forum, 
Institutional Investors Forum and the Main Summit. The 
World Summit will be held at the Fairmont Le Chateau 
Frontenac Hotel in Québec City, Quebec, October 19-20. 


For more information, visit www.navcs.com. 
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MALL BUSINESS ounsteny 


- VOLUME 11, No. 3, NOVEMBER 2009 


| PERFORMANCE 
Trends 


The number of payroll employees decreased by 341 239 in 


the second quarter of 2009, which corresponds to a year- 
over-year job loss of 2.3 percent. The contribution 

to job losses was 53.4 percent from small businesses,! 

25.6 percent from medium-sized businesses and 21.0 percent 
from large businesses in the second quarter of 2009. 


Among small businesses, industries that experienced the 
greatest increases in employment were health care and social 
assistance (5138 jobs) and educational services (1609 jobs). 


The manufacturing sector experienced the greatest 
number of jobs lost at 205 732, of which 22.6 percent 
(46 605 jobs) were lost among small businesses and 53.5 percent 


(110 190 jobs) were lost among large businesses. 


From 2000 to 2008, the number of employed workers 
increased by 17 percent and the number of self-employed 
individuals increased by 10.8 percent. 


The economic downturn in 2008 took its toll on 

___ businesses in Canada as the value of insolvency liabilities 
peaked at approximately $3.9 billion during the fourth 
quarter in 2008. The value of insolvencies for the first half 


of 2009 fell to levels similar to pre-recession levels. 


Set Small businesses are defined as having fewer than 100 employees, 
_ medium-sized businesses having 100 to 499 employees and large 
businesses haying 500 or more employees. 


UNDERSTANDING 


Discouraged Borrowers 


It is generally recognized that small and medium-sized enterprises (SMEs) 
have more difficulty accessing financing than large businesses. In examining 
the accessibility of financing for SMEs, policy-makers have traditionally 
considered approval and rejection rates. This focus, however, fails to 
acknowledge potential borrowers who fear rejection and, therefore, 

do not apply for financing. Such “discouraged borrowers,” just like denied 
borrowers, will not receive financing that could be important for their 
business. To examine this issue, Industry Canada (IC) has undertaken an 
analysis to determine whether discouraged borrowers may in fact have 
good chances of being approved or whether their decision not to apply for 
financing is justified because they would be denied financing even if they 


applied for it. 


Previous research offers mixed evidence on the issue of discouragement. 
Cavalluzzo et al. (2002)! argue that minorities tend to be more discouraged, 
which would suggest that the fear is irrational because no bias against 
minorities has been found. Han et al. (2009)? show that discouraged 
borrowers are riskier than applicants and that discouragement, therefore, 


is an efficient self-rationing mechanism. 


This IC analysis posits that discouraged borrowers are riskier than applicants, 
but they are better informed 
than denied borrowers 
regarding their situation 


Contents 


(see Figure 1). In other words, Business Insol 
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Recent Deyelopments 
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discouraged borrowers know that their credit rating is too 
low to be accepted by any financial institution, so they do not 


apply in the first place. As other studies show that banks tend 


Figure 1: Type of Borrowers* 


The analysis uses data from Statistics Canada's Survey on 
Financing of Small and Medium Enterprises (2004), which 
targets Canadian SMEs and investigates their financing 
behaviour. Specifically, it determines what kind of SMEs 
request financing in the form of debt, leasing, equity and 
trade credit, and which are approved. The survey also contains 
information on variables that account for the satisfaction of 
the borrower, the kind of bank approached and the number 
of years the SME has had a relationship with the financial 
institution in order to capture the strength of the relationship. 
SMEs that indicated they do not seek financing because 


they fear rejection were considered discouraged. 


A multinomial regression analysis was used to derive the 


following three results: 


* Discouraged borrowers are much smaller than applicants 


in terms of numbers of employees; 


* Discouraged borrowers identify financing as a major 


obstacle to growth, just like denied borrowers; and 


¢ SMBs satisfied with their relationship with their account 


manager are more often discouraged. 


Well- High Risk 
Informed 

Borrowers —_———_ 
(self-assessment) \" Low Risk | 
Poorly Pere = 
Informed Pe ONE SA Pee oe 
Borrowers === 
(self-assessment) High Risk 


to finance SMEs with which they have a good relationship, 
because they know and trust them, SMEs can learn about 
themselves through their relationship with banks. 


eS | Disconraced 


Accepted 
a 


— Denied 


* In this simplified framework, borrowers differ according to information level and risk. Well-informed borrowers 
only apply for financing when they are low risk. Poorly informed borrowers always apply because they cannot 
determine their level of risk, so they simply take a chance. Accepted borrowers were accepted by a financial 
institution, but not necessarily by the first one they approached. 


These findings support the idea that discouraged borrowers 
have a good relationship with their financial institution, 
through which they can learn more about themselves and take 
better decisions. Consequently, discouraged borrowers are 
actually realistic borrowers. They know that they are risky and 


decide rationally not to apply for financing. 


This paper will be available in early 2010 at www.sme-fdi.gc.ce 


under “Research Reports” in the “SME Financing” section. 


| Cavalluzzo, K., L. Cavalluzzo and J. Wolken, 2002. Competition, Small Business 
Financing, and Discrimination: Evidence from a New Survey. Journal of Business 75(4), | 
641-679. 


2 Han, L., S. Fraser and D.J. Storey, 2009. Are Good or Bad Borrowers Discouraged 
from Applying for Loans? Evidence from U.S. Small Business Credit Markets. Journal of 
Banking and Finance 33, 415-424. 
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BUSINESS /nsolvencies! 


Statistics on business insolvencies represent one measure that 
economists and policy-makers use to assess the underlying 
health of the Canadian economy. Figure 2 compares the 
number of insolvencies in Canada between 2007 and 2009. 
Business insolvencies in Q2 2009 were less than in Q2 2008, 
with 1837 insolvent businesses in Q2 2009 compared with 
1922 in Q2 2008. This represents a decline of 4.4 percent, 
mainly attributable to improved credit conditions for businesses 
compared with one year earlier. Although not shown, businesses 
in the construction industry and the arts, entertainment and 
tecreation industry displayed the largest decreases in 
insolvencies (-28 percent and -29 percent respectively). 
Businesses in the utilities industry and the finance and insurance 
industry, on the other hand, experienced the largest increases 


in insolvencies (1000 percent and 85 percent respectively). 


A second dimension of business insolvencies, “value of 
insolvency liabilities,” is also illustrated in Figure 2. From the 
figure, it is clear that the economic downturn in 2008 took 
its toll on businesses in Canada as the value of insolvency 
liabilities peaked at approximately $3.9 billion during the 
fourth quarter in 2008. The upward trend in the average 
“value” of insolvencies could suggest that more large firms 
were filing for bankruptcy during this period compared with 
small firms. Since Q4 2008, the upward trend in the value 
of insolvencies has reversed, falling to nearly $1.6 billion 

in QI 2009 and settling at $1.8 billion in Q2 2009. This is 
close to pre-recession levels and could be indicative of an 


economic recovery. 


"Insolvencies include both proposals (i.e. propositions to creditor to restructure) and 
Prop P 


bankruptcies. Bankruptcies account for 82 percent of insolvency cases. 


Figure 2: Business Insolvencies 1% Quarter 2007 to 2”4 Quarter 2009 
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Source: Office of the Superintendent of Bankruptcy Canada (www.osb.ic.gc.ca). 


JOB Creation 


According to the latest release of Statistics Canada’s Survey 53.4 percent, 25.6 percent from medium-sized businesses and 
of Employment, Payrolls and Hours, the number of payroll 21 percent from large businesses. 

employees decreased in the second quarter of 2009 by 

341 239 compared with the second quarter of 2008. 

This represents an annual change of -2.3 percent (Table 1). 


Between the second quarter of 2009 and the second quarter 
of 2008, the highest job declines were reported in forestry 


(-21.7 percent), manufacturing (-12.1 percent), and mining 


ib h his loss. Th -over- 
Small firms contributed the most to this loss. Ihe year-over and oiland gas Cxttadtion (9.6 peut) rie ates eae 


year contribution to job losses from small businesses was 


(continued on page 5) 
PES ee 
Table 1: Year-Over-Year Net Change! in Payroll Employment? by Industry, 2" Quarter 2009 
Change % Contribution to Total Net Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q2 2008 2.1 301 763 6.9 9.7 11.6 9.7 37.9 22 10.6 127 49.4 
Q3 2008 1.6 232 081 2.8 1.9 11.0 11.4 27.0 -0.4 13.9 13.6 59.4 
Q4 2008 1.0 142 488 ae 15. 6.2 37 16.3 0.0 5.4 54 78.3 
QI 2009 0.8  -109 650 16.0 30.1 10.6 27.6 84.2 36.4 6.0 42,4 -26.7 
Q2 2009 2.3.  — -341 239 14.9 9.1 11.6 17.8 53.4 13.3 12.3 25.6 21.0 
Industry Change (Jobs) 
Forestry yaar! -9 725 -1 261 1248 = -1 628 -952 -5 089 -913 -117 -1 030 -3 606 
Mining and Oil and Gas Extraction -9.6 -18 875 449 -1365. = 2868 )~—-2:013 -6 695 -567 -2:534 -3 101 -9 081 
Utilities 0.5 645 42 16 -56 65 67 -539 356 -183 762 
Construction -6.0 -50 064 8883  -8805 -6452 -9 468 33608 -7 454 iyi SURE | -4 584 
Manufacturing a1 -205 732 Agg0) 7 306. “6 97a a1 9e3 WN G05 1-35 540 E1399 ee 
Wholesale Trade 3.8 -29 024 827 -3866 -5292 -6131 -16 116 -457 -2 803 -3 260 -9 64¢ 
Retail Trade -2.0 -38 715 7592-6 622 833250 gy- 7008 -24557 -3.095 -1973 -5 068 -9 09) 
Transportation and Warehousing -2.6 -18 007 1256 -3294 -4070 -2385 -11005 -3888 -1761 -5 649 -1 3 
Information and Cultural Industries -0.4 -1299 -592 -455 ta 1h -2 390 1 463 -4 833 -3 370 446 
Finance and Insurance 2.0 13 271 1925 -1443 = -1474 — -1 488 -6 330 652 -1 632 -980 20 58 
Real Estate and Rental and Leasing -5.0 -12 852 B38, 22051 Bet 327 ee 1 377 6742-2608 -490 -3 098 301 
Professional, Scientific and Technical Services -0.1 -817 -7 447 1 404 E278 mans 005 211324 --2:551 1 083 -1 468 11 97° 
Management of Companies and Enterprises -3.6 -4 400 81 -409 -927 155 -1 100 1 160 51 1211 -4 51 
Administrative and Support, Waste | 
Management and Remediation Services -7.6 -59 395 -5 725 1267 -2033 455 6036  -8 038 9932 -17970 -35¢m 
Educational Services 1.0 11 831 -1 162 341 1 183 1 247 1609 — -1 560 593 -967 1118 
Health Care and Social Assistance 3.6 54 481 -3 409 6048 4257 -1758 5138 16817 2 868 19 685 29 68 
Arts, Entertainment and Recreation 44 10 933 690 — -1335 1 439 214 -372 1970 391 1579 97% 
Accommodation and Food Services -1.0 11191 -4 024 -407 1310-3135 6255 -3 587 -2 146 -5 733 7 
Other Services (excluding Public Administration) _-0.9 -4 363 3324) 1772) -1085 1119 -5 062 -137 642 505 1! 
Public Administration 3.2 32.061 -476 722 161 -302 105 3559 -1 073 2 486 29 
Canada Total -2.3 -341 239 50698  -31181 -39598  -60888  -182365 -45320 — -41 902 -87 222 -71 6) 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, October 2009. | 


Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


2 Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
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(continued from page 4) 


experienced the greatest number of jobs lost at 205 732, of which 


9 ree y ia TEN a ers : : SESE : 

22.6 percent (46 605 jobs) were lost among small businesses and The Self-Employment Program is an employment program of 
53.5 percent (110 190 jobs) were lost among large businesses. Other Human Resources and Skills Development Canada that provides 
industries where small businesses produced significant decreases financial assistance by region to unemployed individuals to help 


them create jobs for themselves by starting a business. To be 
eligible to participate in the Self-Employment Program, one 

must be an “insured participant,” an unemployed person who was 
engaged in insurable employment as defined by the Employment 


in employment were construction (33 608 jobs) and retail trade 


(24 557 jobs). 


Job losses in small firms spread across most industries, while they Insurance Act (Employment Insurance Program). ! 


were concentrated in the manufacturing sector for large firms d yet : 
: 5 5 Since the beginning of the global economic downturn, the 


number of people in Canada considering self-employment has 
somewhat offset by jobs created by large firms in health care and been steadily increasing. According to the latest figures from 
Statistics Canada’s Labour Force Survey, the number of self- 


(-110 190 jobs). These significant job losses in manufacturing were 


social assistance (29 658 jobs), public administration (29 470 jobs), 
P employed workers increased by 3.5 percent to 2.7 million from 
August 2008 to August 2009. This increase can be explained by 
the industries that experienced the greatest increase in employment the fact that when labour market conditions tighten, individuals 
were health care and social assistance (5138 jobs) and educational who cannot find suitable employment tend to start their own 

i 5 hus - : 
Bivices (1609 job0). businesses and thus become self-employed 


and finance and insurance (20 581 jobs). Among small businesses, 


Although requiring extensive thought and planning, self- 
employment can be a rewarding alternative to generate income. 
To support individuals considering self-employment or 
launching their own business, the Canada Business Network 


S FE L Ic = Lp loy VW é V1 ip provides government information services for businesses and 


start-up entrepreneurs. 


The 2008 results of the Labour Force Survey provide a breakdown To determine if entrepreneurship is for you and to find out 


i ; I ee ets pect more about the Self-Employment Program, including eligibility 
of the education levels attained by employed and se f-employe requirements, as well as other available programs, contact your 


individuals from 2000 to 2008. During this period, the number of local member of the Canada Business Network by visiting 
self-employed individuals increased by 10.8 percent and the number www.Canadabusiness.ca. 

of employed workers increased by 17 percent (Table 2). More than 
half (about 58 percent) of the individuals who were employed or ' For more information on being an “insured participant” as defined by the 

C 5 Wal . Employment Insurance Act, visit 

self-employed in 2008 have a post-secondary certificate/diploma or Bee oe een es ae ; 

; www.servicecanada.gc.ca/eng/ei/legislation/ei_act_tofprov_1.shtml. 
university degree. 


The share of workers with less than high school education decreased 


THREE service channel... 


while the number of workers with post-secondary education has increased. 
Self-employed individuals had a greater decline in the number of 
individuals with less than a high school education compared with 
employed individuals. More specifically, unincorporated firms é 
eo ; a eee CanadaBusiness.ca 
without paid help (one of the categories of self-employment) 
experienced the greatest decline in the share of individuals with 
less than a high school education, decreasing from 22 percent to 


14.1 percent (Table 2). In other categories of self-employment, 
1 888 576-4444 
1 800 457-8466 (TTY) 


unincorporated individuals with paid help and unpaid family workers 
had an overall decline of 12.9 percent and 39.2 percent, respectively, 
in the number of individuals across all education levels. 

Between 2000 and 2008, the share of employees with a post-secondary 
Canada Business 


certificate/diploma rose from 32.8 percent to 35.1 percent while the 
Network 


(continued on page 6) 
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share of employees with a university degree rose from 19.3 percent The proportion of unpaid family workers with a post- 
to 23.4 percent. Meanwhile, the share of self-employed with secondary certificate/diploma or university degree also 
a post-secondary certificate/ diploma rose from 31 percent to experienced an increase to 24.5 percent and 8.7 percent 
33.4 percent while those with a university degree rose from respectively (Table 2, 


22.2 percent to 25.1 percent (Table 2). University degree 
holders experienced the largest growth in both employed and 
self-employed individuals (41.8 percent and 33.0 percent 
respectively), followed by post-secondary certificate/diploma 
holders (25.1 percent and 22.3 percent respectively) (Table 2). 
These upward trends are also reflected in the self-employed 


group of incorporated and unincorporated individuals. 


In 2008, the highest proportion of individuals with a post- 
secondary certificate/diploma and university degree occurred 
in the incorporated without paid help category at 63.7 percent 
while the lowest proportion was found in the unpaid family 


workers category at 33.2 percent. 


RCT 


eR Roa 


Table 2: Share of Self-Employed Workers and Employees by Category of Worker 
and Education Level, in Canada, 2000 to 2008 | 


Incorporated Unincorporated 
eee 


i ee a ered eee 
With Paid Without Paid With Paid Without Paid Unpaid Famil 


Employed Self-Employed Help Help Help Help Workers 

Share (%) Percent Share (%) Percent Share (%) Share (%) Share (%) Share (%) Share (%) | 
Education Level 2000 2008 Change! 2000 2008 Change? 2000 2008 2000 2008 2000 2008 2000 2008 2000 2008 
0-8 years 3.2 DD, -22.2 6.2 4.5 -36.1 4.5 Dall 4.4 Dei 6.7 4.0 6.8 aye) 15.4 17.8 | 
Some high school alk 10.4 7.6 13.3 10.5 -18.8 10.2 10.1 10.1 8.9 WED) 95 15.2 10.2 pales) 20.6 | 
High school graduate 21.3 20.0 9:9 19.6 19.7 8.6 19.8 18.7 18.7 18.1 18.8 18.5 19.8 19.4 21.6 24.1 | 
Some post-secondary 10.2 9.0 3.0 7.8 6.7 -5.7 72 Teil idl 6.5 6.1 6.6 8.1 6.9 8.9 =| 
ees 32.8 35.1 1 31.0 334 m3 3A 325 325 347 27.6 304 3 ews 19.2 2am 
University degree 1K) 23.4 41.8 Dae, 25.1 33.0 26.2 26.5 26.5 29.0 29.0 alan 18.3 24.4 7.2 8.7, 
All levels 100.0 100.0 17.0 100.0 100.0 10.8 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.6 


Source: Statistics Canada, Labour Force Survey. 

! Percent change in employed workers from 2000 to 2008. 

? Percent change in self-employed workers from 2000 to 2008. 

Note: Dash indicates estimates are suppressed to meet the confidentiality requirements of the Statistics Act. 
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BUSINESS 
Financing 


The percentage of SMEs seeking debt financing was about 20 percent 
in any given year but has decreased from 19 percent in 2004 to 

13 percent in 2007 according to Statistics Canada’s Survey on 
Financing of Small and Medium Enterprises. A number of factors can 
explain this decline, such as lower demand for financing due to an 
economic slowdown, sufficient means to self-finance or improvement 
in liquidity. An analysis of these factors suggests that a general 
improvement in profitability and liquidity is the main reason. 

The use of retained earnings, a type of self-financing, explains the 


lower request rate for external financing in 2007. 


The lower request rate does not suggest that businesses undertook 
fewer projects but rather they self-financed projects using their equity 
instead of approaching banks for financing. According to Statistics 
Canadas Quarterly Financial Statistics, the total equity of non- 
financial firms increased from $900 billion to $1.1 trillion between 
2004 and 2007. This 22-percent increase could be responsible for 
some of the decrease in the percentage of SMEs seeking credit, which 
would be a positive sign that SMEs have sufficient liquidity to finance 


their own projects. 


Changes in intended use of debt financing also indicate an 
improvement in liquidity. Instead of borrowing to cover short-term 
needs, SMEs were financing long-term projects. In 2004, 9 percent 
of SMEs sought financing for debt consolidation compared with 

8 percent in 2007. Furthermore, the percentage of businesses 
seeking debt for working capital dropped from 56 percent in 2004 
to 45 percent in 2007. Long term needs, such as research and 
development, accounted for a higher proportion of debt financing, 


rising from 4 percent in 2004 to 5 percent in 2007. 


At first glance, a decrease in the percentage of businesses seeking 
debt financing might seem negative because of the usual association 
of business investment as an indicator of future economic growth. 
However, the lower request rate in 2007 is positive since it reflected 
strong balance sheets — instead of turning to the banking system for 


financing, firms reinvested their equity into their business. 
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Financing Statistics R port 


Key Small Business Financing Statistics is a reference document that 
highlights key findings on the state of small and medium-sized 
enterprise (SME) financing in Canada for all three types 

of financing (debt, leasing and equity) by region, sector, size 

of business and stage of business development. The report has 
four parts: 


SME Marketplace describes the distribution of SMEs by region, 


sector and size. 


Financing Activity of SMEs describes the demand for financing, 
requests made and approvals granted, as well as the amount of 
financing received. 


Access to Financing looks at the types of financing instruments 
used by SMEs and the conditions under which they are accessed. 


SME Business Owner and Financial Characteristics examines 
the profile and financing characteristics of women, youth, visible 
minority, new immigrant and Aboriginal entrepreneurs in Canada 
and cooperatives. 


In 2007, 13 percent of SMEs made a request for new or additional 
debt from a credit supplier for business purposes, a decrease from 
19 percent in 2004. Of those requests, 87 percent were approved 
(Table 3). The request rate among firms gradually increases with 
the size of the firm, as does the approval rate. 


Table 3: Request and Approval Rates by Size of 
Business and Sector, 2007 


Accommodation and Food 
Services 


Other Sectors 


Source: SME Financing Data Initiative, Statistics C 
Survey on Financing of Small and Medium Enterpris 


Key Small Business Financing Statistics will be available by the 


end of 2009 at www.sme-fdi.gc.ca. To receive a copy by email, 


subscribe at sbtb-dgpet.publications@ic.gc.ca. 


RECENT Developments 


KEY SMALL BUSINESS STATISTICS — 


JANUARY 2010 
Special Edition on Growth Performance 
of Canadian Firms 


Key Small Business Statistics is a semi-annual publication that 


provides information on the most frequently asked questions 
pertaining to small businesses in Canada. Fully 98 percent of 
businesses in Canada are considered small and they employ 
48 percent of the private sector labour force. In addition to the 


usual updates of statistics on the number of businesses in Canada, 


the January 2010 special edition will focus on the range of 


growth performance by Canadian firms. 


To receive the publication in January 2010, you can subscribe 


online at www.ic.gc.ca/SMEstatistics/subscription. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you would like to subscribe or modify the information in your 
previous subscription, please make your request at 

www. ic.gc.ca/SMEstatistics/subscription. If you have questions or 
comments about the content, please send them to the editor: 


Manique Weerasinghe 

Email: ranmalmanique.weerasinghe@ic.gc.ca 

Small Business and Tourism Branch 

Industry Canada 

235 Queen Street 

Ottawa ON KIA 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 

Permission to Reproduce. Except as otherwise specifically noted, the information in this 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; that Industry Canada is 
identified as the source institution; and that the reproduction is not represented as an 


official version of the information reproduced, nor as having been made in affiliation with, 
or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: droitdauteur,copyright@tpsgc-pwegsc.gc.ca 
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WORLD BANK REPORT: 
Doing Business 2010 — Overview 


In September 2009, the World Bank released an overview of 
its annual report Doing Business 2010. The report provides an 
annual assessment of regulatory reforms and administrative 
processes related to complying with regulations that impact 
the ease of doing business across 131 countries. Using results 
from ten indicators, the report reveals that Canada has 
maintained its eighth-place ranking over the past two years 
on the ease of doing business. Singapore, New Zealand and 
Hong Kong have ranked among the top three for the past 
two years. The full report, which will be available by the end 
of the year, will include international assessments and rankings 
on regulatory areas such as starting a business, protecting 


investors, trading across borders and closing a business. 


For more information or a copy of the World Bank report, 


visit www.doingbusiness.org. 


CANADA BUSINESS 
Launches New Website 


Canada Business, a government information service for 
businesses and start-up entrepreneurs in Canada, has developed 
a new and improved website to reflect the changing needs of 
Canadian entrepreneurs and small businesses. By serving as 

a single point of access for federal and provincial/territorial 
government services, programs and regulatory requirements 
for businesses, Canada Business aims to reduce the complexity 


and burden of dealing with various levels of government. 


The website is designed to reduce the time and effort required 
by small businesses to find information from governments. 

It will help entrepreneurs and small businesses in all regions 
of Canada to succeed and grow through streamlined access 


to reliable, up-to-date and relevant information and services. 


Visit CanadaBusiness.ca — Connecting your clients with 


the information they need. 
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Trends 


There were 2 289 329 business establishments in Canada in 
June 2009, a decrease of 4.06 percent from June 2008. 


From June 2008 to June 2009, the overall change in 
business establishments was attributed to a 0.5-percent 
decrease in the number of small businesses, a 0.6-percent 
decrease in the number of medium-sized businesses and 


a 1.7-percent increase in the number of large businesses.! 


The number of payroll employees declined by 2.9 percent 
in the third quarter of 2009 compared with the same 
period in 2008, corresponding to a net decrease of 

421 529 jobs. 


Between the third quarter of 2008 and 2009, small 
businesses contributed the most to the overall job decrease 
(43.9 percent), while medium-sized firms and large firms 
contributed 26.2 percent and 29.9 percent respectively. 


Between August 2008 and September 2009, the full and 
partial amount approval rate for small businesses that 
sought debt financing was 79 percent, with an average 
value sought of approximately $315 000. The approval 
rate was lower compared with 2004 (83 percent) and 2007 
(94 percent), and the average amount sought was also 
slightly below the 2007 amount of $340 000. 


oo eee eee 
* Small businesses are defined as having fewer than 100 employees, 
medium-sized businesses having 100 to 499 employees and large 


businesses having 500 or more employees. 


Canada 


Government 
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THE STATE OF ENTREPRENEURSHIP 


in Canada 


Entrepreneurship is a powerful force driving economic growth, 
employment, innovation and productivity. In recent years, there has been a 
growing interest and focus on entrepreneurship by all levels of government 
and international organizations. A recent Industry Canada report attempts 
to assess entrepreneurial performance in Canada using a variety of indicators 
such as entries, exits, survival rates and high-growth measures. The report 
also makes some comparisons with other countries using data from the 


Organisation for Economic Co-operation and Development (OECD). 
Canadian Performance 


The report demonstrates that the state of entrepreneurship in Canada | 


has been stable and relatively strong. Key indicators of entrepreneurial 
performance are presented in Table 1. During the period from 2001 to ' 
2006, the birth rate of employer businesses was higher than the death rate, 

meaning that the pool of businesses with entrepreneurial potential was 

being replenished regularly. The firm birth rate improved from 9 percent in 

2001 to 12 percent in 2006, while the death rate varied between 8 percent 

and 9 percent. 


Data on survival rates revealed 
that more than half of 
Canada’s new firms survived 
for at least five years. About 
87 percent of firms founded 
in 2001 survived until 2002 and 
65 percent survived until 2004. 


Entrepreneurship Education 


Business Establishments 
Job Creation 
Business Financing 
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High survival rates suggest that businesses were being 
productive, innovative and resourceful enough 


to manage in the face of changing market conditions. 


Being entrepreneurial implies that such firms outperform 
other businesses. To study this hypothesis, two indicators were 
examined: the proportion of high-growth firms (those with 10 
or more employees and average annualized growth of greater 
than 20 percent over a three-year period) and the proportion 
of gazelles (a subset of high-growth firms that are very young, 
ie., less than five years old, during which they start to grow 
rapidly). As shown in Table 1, about 4 percent of Canadian 


Performance Indicator (percent) 2001 
Birth Rate 9 
Death Rate 

1-year survival rate 

2-year survival rate 

3-year survival rate 

4-year survival rate 

5-year survival rate 

Proportion of high-growth firms (employment) 
Proportion of high-growth firms (sales) 

Proportion of gazelles (employment) 


Proportion of gazelles (sales) 


International Comparisons 


The report also examined how entrepreneurial activity in 
Canada compares with that of Spain, United States, Denmark, 
New Zealand, Finland, Hungary and Netherlands using 

the same indicators as listed in Table 1. In 2005, Canadian 
birth rates were slightly lower than those of most comparison 
countries, but the differences were small. For example, the 
Canadian birth rate for manufacturing firms was ranked 

fifth, at 6.5 percent, but the birth rate of the highest ranked 
country — the United States — was 7.8 percent. At the same 
time, death rates of Canadian businesses with employees were 
lower than those in most other countries examined in the 
report. Canada’s business survival rates compared favourably 
with most of the comparison countries. For example, about 
85 percent of manufacturing firms in Canada and the United 


States survived their first year of operation. Additionally, 


Table 1: Canadas er eee 2001-2006 
ijwvaitw a tan see 


Source: SDBS Business Demography Indicators. OECD. StatExtracts. 


firms were high-growth firms in terms of employment, while 
those that achieved high growth in terms of sales represented 
between 7 percent and 8 percent of firms. Gazelles represented 
an even smaller proportion of Canadian firms — in 2006, 

0.5 percent of firms were classified as gazelles in terms of 
employment and 1.1 percent of firms in terms of sales. While 
the percentages of high-growth firms and gazelles were not 
large, the fact that there were a number of established and 
young businesses operating at these growth levels is a good sign. 
Previous research by Industry Canada has shown that high- 


growth firms have a very significant impact on job creation. 


| 
2002 2003 2004 2005 2006 
9 10 10 i j 
9 8 9 
85 86 85 85 
74 73 73 70 | 
65 63 62 
} 58 53 | 
5 
4 4 4 
7 7 8 
0.5 


' 
although the differences were small, the report showed that | 
compared with other countries, the proportion of growth firms 


(high-growth and gazelles) in the Canadian manufacturing | 
sector is comparatively high, while the proportion of growth | 
firms in the services sector is comparatively low. Lastly, high- | 
growth firms represented 5 percent of firms in the Canadian | 
manufacturing sector and 4.5 percent in the same sector in the, 


United States. 


While the report provides an optimistic portrait of the state of 
entrepreneurship in Canada, it also identifies some areas for | 
improvement. Firstly, Canada generates a lower proportion of | 
high-growth firms and gazelles in the service sector compared — | 
with the other countries considered in the report. Secondly, 
the percentage of exports accounted for by Canadian small 

and medium-sized enterprises is lower than in the European 


nations examined in the report. The report also points to 


(continued on page 3 
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the need to improve data in order to study the process of firm 
growth and innovation, different types of entrepreneurs and 


the determinants of entrepreneurship. 


The full report on the state of entrepreneurship in Canada will 


be available in Spring 2010 at www.ic.gc.ca/sbresearch. 


ENTREPRENEURSHIP Education 


Much attention has been focused on entrepreneurship and 
the importance of developing an entrepreneurial advantage 
in Canada. Providing young, potential entrepreneurs with 
the appropriate skills and support is key in this regard. 
Consequently, entrepreneurship education is an important 


determinant in building a global competitive advantage. 


Over the years, entrepreneurship education has evolved 

| beyond its original goal of venture creation to emphasize the 
development of entrepreneurial behaviour and skill. Attention 
has also been directed towards building both personable 
business skills and theoretical/ strategic planning skills, 

with the intent to deliver entrepreneurship education 


to various disciplines. 


Dimension (including specific elements) 


Strategy: mission statements, written goals, policies designed to develop ° 
entrepreneurship education within the institution, key individuals within 
senior management responsible for facilitating these goals, champions 
responsible for supporting entrepreneurship activities 


Institutional Infrastructure: presence of entrepreneurship centres, 2 
incubators, technology transfer offices, entrepreneurship departments 


Resources: contribution to entrepreneurship education from internal and O 
external funds, income-generating sources, budget for entrepreneurship 

education 
Teaching and Learning: courses and degree programs, and faculties / ° 


subject areas offering entrepreneurship education, extracurricular activities 


Development: evaluation procedures to assess the progress of ° 
entrepreneurship education, faculty training 


Outreach: links with external stakeholders to support entrepreneurship ° 
activities, available options to transfer knowledge to society 


Source: Industry Canada, Entrepreneurship Education Survey, 2009. 
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Industry Canada recently conducted a survey across Canadian 
universities and colleges to identify the framework in which 
entrepreneurship education is delivered in Canada, an area 


where detailed aggregate information is largely absent. 


The response rate for the survey was 35 percent. The sample 
included 36 universities and 31 colleges, representing more 
than 50 percent of the total undergraduate population in 
Canada between 2007 and 2008. The survey was divided into 
six dimensions to provide a broad assessment of the delivery 
and encouragement of the entrepreneurial option for students. 
Table 2 presents a brief summary for each dimension, along 


with some key findings. 


ma 


. 


Table 2: Entrepreneurship Education Survey 


Key Findings 
40 percent of institutions did not have any established goal towards entrepreneurship education 


28 percent of institutions identified the need to deliver entrepreneurship education across campus 


47 percent of institutions had an entrepreneurship centre 
25 percent of institutions had incubator facilities 
66 percent of institutions did not have dedicated funding to support entrepreneurship goals 


48 percent of institutions supported entrepreneurship education with short-term funding 
(1-2 year commitments) 


In general, more courses on entrepreneurship education are found at the undergraduate level 


‘The majority of institutions offered these courses through the business and engineering faculties, 
limiting access to other students in other faculties 


23 percent of institutions had formal evaluation procedures in place to assess progress towards 
set entrepreneurship education goals and strategies 


While the majority of institutions did not require academic staff to have actual entrepreneurship 
experience, 80 percent of institutions invited guest entrepreneurs and practitioners into the classroom 


More than 80 percent of institutions had links with entrepreneurs and private companies to 
provide access to practice-oriented activities 


41 percent of institutions did not have established links with investors to offer financing options 
to students interested in entrepreneurship 


(continued on page 4) 
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Overall, the findings of the survey reveal two areas of 

concern with respect to the development of entrepreneurship 
education across institutions in Canada. One concern is the 
restricted student access to and availability of entrepreneurship 
education. Close to 40 percent of the institutions surveyed did 
not have an underlying strategy to deliver entrepreneurship 
education across campus. Furthermore, findings indicate that 
courses in entrepreneurship were primarily offered within the 
business and engineering faculties. While efforts were being 
made to motivate and support entrepreneurship opportunities 
on campus, only 28 percent of institutions had an objective to 


deliver entrepreneurship opportunities to students in all faculties. 


Another area of concern is the limited support for early-stage 


entrepreneurship on campus. While more than 80 percent 


BUSINESS Establishments 


According to Statistics Canada’s Business Register, there were 
2 289 329 business establishments! in Canada in June 2009 
(Table 3), a decrease of 4.06 percent from June 2008. Over this 
period, the number of businesses in the indeterminate 


category” decreased by 91 159 or 7.01 percent. 


Within this same period, the number of employer businesses 
decreased by 5825 from 1 085 719 registered in June 2008. 
This overall change reflected a 0.5-percent decrease in the 
number of small enterprises (fewer than 100 employees), 

a 0.6-percent decrease in the number of medium-sized 
businesses (100-499 employees) and a 1.7-percent increase 


in the number of large businesses (500+ employees). 


In June 2009, small businesses accounted for 97.9 percent of 
employer businesses, with the majority (54.8 percent) of firms 
being micro-businesses (fewer than five employees). Medium- 
sized businesses represented 1.8 percent of employer businesses, 
while large businesses accounted for 0.3 percent. These figures 


are largely unchanged from June 2008. 


of institutions indicated that a proportion of their graduates 
had shown an interest in entrepreneurship education by 
participating in business plan competitions, incubators 

and internships at start-ups, more than 40 percent of 
institutions did not have external links with investors to offer 
adequate financial support for such interested entrepreneurs. 
Furthermore, only 18 percent of institutions tracked the 
number and growth of ventures started by graduates, and were 


able to offer support to these graduates during the start-up stage. 


The full report on the entrepreneurship education survey will 


be available in Spring 2010. 


Roughly 46.8 percent of small businesses were active in four 
sectors: retail trade (12.2 percent), other services (11.9 percent), 
construction (11.4 percent), and professional, scientific and 
technical services (11.3 percent). Medium-sized businesses 
were concentrated in manufacturing (17.4 percent), retail 
trade (15.0 percent), and health care and social assistance 
(10.2 percent). Similarly, large businesses were concentrated 
in educational services (14.3 percent), health care and social 


assistance (12.9 percent) and manufacturing (12.6 percent). 


| To be included in Statistics Canada’s Business Register, one of the following criteria 


must be met: 


° have at least one paid employee (with payroll deductions remitted to the Canada | 
Revenue Agency), 

° have annual sales revenues of $30 000, 

e or be incorporated and have filed a federal corporate income tax return at least oneal 


in the previous three years. 


Some business establishments can belong to the same company, and each company owns 


at least one business establishment. 


2 Within the Business Register, the indeterminate category consists of incorporated or 


unincorporated businesses that do not have a Canada Revenue Agency payroll deduction) 
account, The workforce of these businesses may consist of contract workers, family 


members and/or owners. 


(continued on page - 
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Table 3: Business Establishments by Size of Employment and Industry, June 2009 


Employer Businesses 
Distribution 
Number of Employees (%) 

dustry Grand Total Indeterminate! Total 14 5-9 10-19 20-49 50-99 100-199 200-499 500+ 1-99 100-499 500+ 
riculture, Forestry, Fishing 
nd Hunting 166 120 116 741 49 379 35 329 7705 ie iUShls) 485 180 49 1] 46 1.1 0.4 
ning, Quarrying, and Oil and Gas Extraction 18 646 8 676 9970 5630 1 405 1 231 973 372 181 119 59 0.9 U5 2.0 
ilities Doi 960 IL AASH 425 271 234 151 93 51 39 33 0.1 0.4 11 
instruction 263 628 141 899 121729 71725 26301 13048 7455 2 050 782 294 74 11.4 5.4 2.5 
inufacturing 85791 30.074 55717. 18816 11422 9243 8456 3.901 2 248 1 254 377 49 17.4 12.6 
rolésale Trade 108 432 46 023 62409 28386 14327 10228 6495 1 878 728 296 71 5.8 Dy 2.4 
tail Trade 199 870 67 877 13D B DUS 939997 9 9223378 lS 7, 4 139 De, 816 104 1B) 15.0 aD: 
insportation and Warehousing 125 278 75 503 49775 32373 7279 4669 3359 1135 500 329 13] 4.6 4] 44 
ormation and Cultural Industries 31 646 18 372 13274 6691 2323 1672 1521 531 289 15] 96 1.2 i) 3.2 
ance and Insurance 121 291 86 108 35183 19094 6029 4082 4239 829 430 285 195 3.2 3.6 6.5 
ul Estate and Rental and Leasing 193 483 153 285 40198 26603 7 162 3601 1962 528 203 98 4] 3.8 ils5) 14 
fessional, Scientific and 
schnical Services 306 163 185 879 120284 89432 15008 8590 4768 1 434 612 323 117 11.3 47 3.9 
nagement of Companies and 

lterprises 94 512 79 543 14.969 8 981 2 140 ibeqae iil} 575 310 237 76 13) Del, oy) 
ministrative and Support, 
‘aste Management and 

‘mediation Services 103 666 53776 49890 26076 10988 6006 3966 1 443 796 437 78 46 6.1 6.0 
icational Services 23 320 11051 12269 5245 2 410 1853 1370 502 247 213 429 ifil 2.3 14.3 
ilth Care and Social Assistance 106 348 19 406 86942 47688 18370 10450 5859 2131 1314 745 385 8.0 10.2 12.9 
», Entertainment and Recreation 38 153 20 983 0 eis 3701 2 497 949 728 335 125 62 1.6 2.3 Dal 
ommodation and Food Services 98 232 25 211 73021 20063 17505 16803 12920 4364 978 321] 67 6.8 6.5 2.2 
\er Services (except Public Administration) 194 365 67 849 126516 88833 22438 9567 4064 980 404 185 45 11.9 2.9 1) 
‘lic Administration 8 128 219 7909 1 640 1 372 1319 1473 761 588 416 340 0.6 5.0 11.4 
: 
a All Industries 2 289 329 1209435 1079894 592054 218153 132512 85225 28859 13368 6 732 2991 100.0 100.0 100.0 
re of Employer Businesses 100.0% 54.8% 20.2% 12.3% 7.9% 2.7% 1.2% 0.6% 0.3% 

ree; Statistics Canada, Business Register, June 2009. 

‘ithin the Business Register, the indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. 

h workforce of such businesses may consist of contract workers, family members and/or owners. 

{ 

{ 

JOB Creation 

According to Statistics Canada’s Survey of Employment, Payrolls employment decreased by 3.1 percent, while employment in 

ba Flours, the number of payroll employees declined by 2.9 percent medium-sized firms and large firms dropped by 4.9 percent 

in the third quarter of 2009 over the same period in 2008 and 1.9 percent respectively. Employment decline in small 

j Table 4). This corresponds to a net decrease of 421 529 jobs, businesses contributed the most to the overall job decrease 

jae Pping the total number of payroll employees in Canada to (43.9 percent), while medium-sized firms and large firms 

(14 264 725. Declines in employment occurred in almost every contributed 26.2 percent and 29.9 percent respectively. 

business size category explored. In particular, small business 

| (continued on page 6) 
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Employment decreased in every province and territory with Compared with the same quarter in 2008, the third quarter 
the exception of Prince Edward Island, where the number of 2009 saw small business employment decreasing in every 
of payroll jobs increased by 3.7 percent. Alberta suffered the province and territory except Nunavut, the Northwest 
largest drop in employment at 4.8 percent, followed by British Territories, and Newfoundland and Labrador. Yukon 
Columbia (-4.0 percent), Ontario (-3.7 percent) and Yukon posted the largest drop in small business employment at 
(-3.3 percent). Employment in Quebec declined slightly at 6.1 percent, followed by Alberta (-5.4 percent), British 
0.8 percent, while job srowth was stagnant in Saskatchewan Columbia (-4.8 percent) and Ontario (-3.5 percent). 


(-0.3 percent). In terms of job losses, Ontario posted the 
largest drop (206 182 jobs), representing almost half of the 
country’s job losses and nearly two and a half times the next 


largest decrease in jobs in Alberta. 


Table 4: Year-Over-Year Change’ in Payroll Employment’ by Province and Territory, 
3rd Quarter 2009 


ae ee ee ee eee 


Change % Contribution to Total Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q3 2008 1.6 232 081 2.8 1.9 11.0 11.4 27.0 0.4 13.9 13.6 59.4 
Q4 2008 1.0 142 488 a 15 6.2 Sy 163 0.0 5.4 54 78.3 
QI 2009 0.8 -109 650 16.0 30.1 10.6 27.6 84.2 36.4 6.0 424 26.7 
Q2 2009 ae 341 239 14.9 9.1 11.6 17.8 53.4 13.3 12.3 25.6 21.0 
Q3 2009 2.9 -421 529 Bo 18.3 13.0 16.5 B.9 13.4 12.8 26.2 29.9 
Province and Territory Growth Rates (%) 
Newfoundland and Labrador 24 4747 0.8 0.6 Be 2.9 0.4 av 20.9 3.9 ss 
Prince Edward Island 37 2 336 3.5 1.0 5.9 8.0 0.6 229, ASG 20.9 18.4 
Nova Scots iy, ae. 0.3 My) 0.8 49 2 505 7.9 13 2 | 
New Brunswick at 5 333 0.5 0.1 25 0.1 -0.8 15 5.8 27 36 
Quebee 0.8 27 142 3.9 Ad 42 2.8 1.8 BGs 8.1 34 ies | 
Ontario BF 206 182 7 33 41 6.8 35 -43 8.2 5.4 32. 
MonitobA 18 -10 274 23 aig 331 2.5 0.5 03 1.0 0.5 3.2 
Saskatchewan 0.3 eae a2 ae) 2.8 Bu -1.8 6a 15.3 BE; 0.4 
Alberta 48 -85 036 1.0 AA 5.9 10.7 54 6 15.7 -10.1 33 
British Columbia 4.0 75.920 1.8 ae 6.0 7.0 48 48 id oe 24 
Yukon* Be 674 17 24 83 2h} 61 74 af 40.7 = 
Nommhwvese Teenieories a8 ATT 79 3.5 2 16.4 14 45 38.6 -10.2 05 ff 
Nunavut? 6 172 42 64 10.9 27.4 oi 19.1 = 20 — § 
Canada Toul 2.9 -421 529 17 3.8 34 56 31 6 8.2 49 19 


4 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2009. | 
Note: Employment by firm size differs for the two following surveys: Labour Force Survey (LFS) and Survey of Employment, Payrolls and Hours (SEPH). LFS allocates businesses by | 
establishment size while SEPH, normally used in the Small Business Quarterly, allocates businesses by enterprises. For example, a firm, with less than 100 employees, within an enterprise 
will be counted as a small firm establishment in the LFS, but will be counted as an enterprise in the SEPH (a medium-sized or large enterprise). 

y . . oC 
! Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. . 
> Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


Data for firms with 300 or more employees in Yukon and Nunavut are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 


Small Business Quarterly — Vol. 11, No. 4, February 20 


BUSINESS le CG 


September 2009 Credit Condition Survey 


Everybody suspects the financial turmoil increased financing 
difficulties for small and medium-sized enterprises (SMEs). 
However, very little reliable information exists to substantiate 
that claim. Most surveys inquire about subjective impressions 
of SMEs on financing availability, without asking whether 
the business sought financing and received it. To fill this gap, 
Industry Canada conducted a survey of 3200 small businesses 
across Canada largely based on Statistics Canada’s Survey on 


Financing of Small and Medium Enterprises. 


Fourteen percent of small businesses sought debt financing 
- between August 2008 and September 2009 (Table 5), which 
~ is lower than reported in 2004 (21 percent) and 2007 
(16 percent). The full and partial amount approval rate was 

79 percent and the average amount sought was approximately 
$315 000. The approval rate is also lower than reported in 
_ 2004 (83 percent) and 2007 (94 percent). The average amount 
~ sought was also slightly below the 2007 amount of $340 000. 


"Previous research has shown that younger and smaller 

| businesses tend to have greater difficulties accessing debt 

| financing. Therefore, they are more vulnerable during times of 
credit constraint. Results from the 2009 survey indicate that 


_ financing difficulties for younger and smaller firms have become 
more acute due to the financial crisis. Businesses between the 

| age of zero and five years, for example, had a full and partial 

| amount approval rate of 58 percent in 2009 compared with 

/ 80 percent in 2004 and 94 percent in 2007. The full and partial 

_ amount approval rate for businesses with fewer than five employees 
_ was 70 percent in 2009 compared with 83 percent in 2004 and 


| 92 percent in 2007. 


| The conditions under which loans are made also affect 
; 


} 


accessibility to financing. The decrease in average interest rate 
from approximately 7.5 percent in 2007 to 6.2 percent in 2009 
partly reflected the fall in the Bank of Canada’s overnight rate 
from 4.5 percent in 2007 to 0.5 percent in 2009. Meanwhile, 
the risk premium (i.e., the rate above the business prime rate 

_ ftom the Bank of Canada) charged by financial institutions to take 

| into account their risk perception on small business loans more than 
| doubled from 1.2 percent in 2007 to 3.1 percent in 2009. 


| In addition, the percentage of businesses being asked for 
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collateral to secure their loan increased from 50 percent in 2007 


to 67 percent in 2009. 


Debt is not the only financing technology available to SMEs; 
leasing also plays an important role in an SME financing mix. 
While 4 percent and 8 percent of SMEs sought leasing in 2004 
and 2007, respectively, only 1 percent of SMEs sought leasing 
in 2009. ‘The approval rate for leasing also fell from 94 percent 
in 2004 and 94 percent in 2007 to 55 percent in 2009. 


Evidence from the survey indicates that the financial crisis 
affected SME financing and had a particularly strong impact 
on young and small businesses. As well, the financing problems 


affected not only the credit market, but also the leasing market. 


For more information on the Credit Condition Survey, visit 
www.sme-fdi.gc.ca/eic/site/sme_fdi-prf_pme.nsf/eng/ 
h_02192.html. 


Table 5: Financing Request and 
Approval Rates, 2009 


Request Rate Approval Rate* 
Total (%) Debt Financing (%) Debt Financing (%) 


Overall 16 14 
Industry 
Construction 5) 13 89 


Accommodation and Food 


Services AS ie oe 
Manufacturing 27 24 87 
Primary 29 26 86 
Professional Services 0 ) 76 
Transportation and Warehousing 23 20 7) 
Wholesale and Retail Trade 17 15 70 
Other 2 9 83 
Age of Business (years) 

0-5 23 22 58 
6-10 9 18 90 
11-20 15 13 85 
More than 21 13 11 80 
Size of Business (employees) 

14 12 11 70 
5-9 18 16 89 
10-19 21 18 85 
More than 20 40 36 72 


Source: Industry Canada, Credit Condition Survey, 2009. 
* Full and partial amount. 
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RECENT Developments 


CANADEXPORT: 
Sound Business Advice from a 
Trusted Source 


As the official e-magazine of the Canadian Trade Commissioner 
Service, CanadExport offers valuable business advice through 
audio podcasts and articles featuring business experts 


and entrepreneurs. 


Visit www.canadexport.gc.ca to listen to over 20 audio 


podcasts and read hundreds of articles on issues related to 


international business. 


To learn more about the Trade Commissioner Service, 


a comprehensive network of international business 


professionals, visit www.tradecommissioner.gc.ca. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you would like to subscribe or modify the information in your 
previous subscription, please make your request at 

www. ic.gc.ca/SMEstatistics/subscription. If you have questions or 
comments about the content, please send them to the editor: 


Manique Weerasinghe 

Email: ranmalmanique.weerasinghe@ic.gc.ca 

Small Business and Tourism Branch 

Industry Canada 

235 Queen Street : 

Ottawa ON KIA 0H5 

Tel.: 613-941-1462 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 

Permission to Reproduce. Except as otherwise specifically noted, the information in this 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; that Industry Canada is 
identified as the source institution; and that the reproduction is not represented as an 


official version of the information reproduced, nor as having been made in affiliation with, 
or with the endorsement of, Industry Canada. 


For permission to reproduc information in this publication for commercial 
redistribution, please email: droitdauteur.copyright@tpsgc-pwesc.gc.ca 
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OECD REPORT: 
Measuring Entrepreneurship: 
A Collection of Indicators, 2009 Edition 


The Organisation for Economic Co-operation and 
Development (OECD) and Eurostat released its second 
annual joint publication, Measuring Entrepreneurship: 

A Collection of Indicators, 2009 Edition. The publication 
provides consistent data on firm start-ups, survival and growth 
firms, including gazelles (young high-growth companies). 
This year, more countries have been included (23) and additional 
indicators are reported. The report also presents more timely 
data on some indicators to capture the impact of the economic 


downturn across countries. The report is available at 
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| PERFORMANCE 
| Trends 


The number of payroll employees declined by 2.2 percent 
in the fourth quarter of 2009 compared with the fourth 
quarter of 2008. This corresponds to a net decrease of 
325 721 jobs. 


Year-over-year job losses by small businesses! amounted 
to 35.1 percent. This is less than their share of total 
employment in the economy. Large firms accounted 
for 34.3 percent of total job losses during this period, 
while medium-sized firms accounted for 30.6 percent. 


Between 2007 and 2009, the number of employed 
individuals in Canada decreased by 0.7 percent to a total 


| of 14.1 million. During this period, the number of self- 
| employed individuals increased by 3.3 percent to a total 
of 2.7 million. 


| Between 2008 and 2009, the number of business 
insolvencies decreased by 9.6 percent to a total number 
__ of 6729 cases. Similarly, the value of insolvencies during 
__ this period decreased by 17.6 percent to a total value of 


ng the fourth quarter of 2009, the number of business 
cies decreased by 2.9 percent. In comparison, 


businesses are defined as having fewer than 100 employees, 
m-sized businesses having 100 to 499 employees and large 
es having 500 or more employees. 


Governmeat 
Publications 


bad 


Canada 


ANALYSIS OF REGULATORY COMPLIANCE 
COSTS: PART 1 — Time/money saved, 
paperwork volume and methods of compliance 


It has long been a concern that excessive regulatory paperwork’ and 
administrative tasks have distracted business owners from doing what 
they do best — running their businesses. It has been difficult to develop 

a thorough understanding of all regulatory paperwork issues and to 
quantify the extent of the paperwork burden. Most research has been 
based on opinion surveys in which business owners are asked to identify 
which aspects of running a business they consider most difficult. Although 
excessive regulatory paperwork is frequently cited by business owners 

as a major area of concern, the exact cost to the business is not known. 
Nonetheless, the problem of excessive paperwork can impede business 
development and have an impact on economic productivity, posing greater 


challenges for Canadian businesses. 


In 2004, the federal government launched the Paperwork Burden Reduction 
Initiative (PBRI) to study and address the effects of the paperwork burden 
on small and medium-sized enterprise (SME) competitiveness in Canada. 
As part of the PBRI, the government mandated Statistics Canada to conduct 
a survey on the SME paperwork 
burden — Survey of Regulatory 
Compliance Costs — and 


Contents 


Job Creation 


Industry Canada to analyze 
the results. This survey was 
Self-Employment 
SME Direct 


Business Insolvencies 


intended to quantify the extent 
of the burden and, subsequently, 


to provide information for 


Canada Small Business Financing Program 7 


policy development. 
Recent Developments/Upcoming Event 8 


(continued on page 2) 
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Preliminary Survey Findings 


Quantity of Paperwork 


As part of the survey, SMEs were asked to identify, count, 

and report the total number of submissions they made to 
governments for the 12 regulations covered in the survey 
(Table 1). In total, 16 110 772 claims and forms were 
prepared and submitted in 2008 by the 685 000 SMEs included 
in the survey population,” an average of 25 submissions per 
business. The findings also show that since 2005, the total 
volume of submissions has decreased by 8 percent and the 
average number of submissions per business has decreased 

by 11 percent. Closer analysis reveals that most of this decline 
comes from fewer submissions of payroll remittances, federal/ 
provincial sales taxes, workers’ compensation claims and 


iy records of employment (ROEs). 


Table 1: Total and Average Number of Claims and 
Forms Submitted by SMEs, 2005 and 


Total Submissions 


Regulation 2005, 2008 
Payroll Remittances 5 259837 5041 111 
Record of Employment 2268 413 1.658020 
T4 Summary / Individual T4 

(including RL forms in Quebec) Ee UIE 
Workers’ Compensation 1141345 1035 044 
Remittances 

Workers’ Compensation Claims 262 130 152912 
Federal/Provincial Business 627 799 651 256 
Income Tax Filing 

Federal/Provincial Sales Tax 3 838.855 3647 849 
Corporate Tax Instalments 1762877 1737 607 
Corporate Registration 428 580 483 437 
Mandatory Statistics Canada 698 821 637 144 
Surveys 

Municipal Operating Licences 363 436 290 089 
and Permits 

Provincial Operating Licences 429 804 369 161 
and Permits 

All Regulations 17 471 046 16110772 -1 360 274 28 


Source: Statistics Canada, Survey of Regulatory Compliance Costs, 2005 and 2008; 


Note: For the 2008 iteration of the survey, T4 summary / individual T4 requirements were 

broadened to include RL and RLZ-1 forms, which in the region of Quebec are the provincial 
equivalents of the individual 4 and T4 summary. Also, the definition of in 
broadened from T1/T2 income tax filing to include provincial income tax filing as well. 


and author's calculations. 


come tax filing was 


| 
‘ 
Disentangling what might explain the decline in the number) | 
of claims/forms submitted by businesses between 2005 and 
2008 is very complex because it is a result of the simultaneous _ 
influences of many factors, including employment trends, 
business churn, departmental policies and overall economic 
activities. This makes it difficult to sort out and isolate the 
individual effects of each factor. Despite this, however, given 


the many initiatives implemented by governments over the 


last few years to reduce the paperwork burden, it is reasonable 
to assume that the decline is at least partially attributable to 


the governments, actions. 


SME Perceptions of Government Paperwork Burden 


Reduction Initiative 


The federal government has not been alone in its efforts to 
reduce the paperwork burden. Most provinces and several 
municipalities have launched a number of initiatives aimed 
at simplifying compliance and streamlining business-to- 


government interactions. Approaches taken have varied. 


All have been driven, however, by the desire to reduce the 

time and cost of compliance imposed on businesses. What has — 
remained uncertain, however, is whether they have actually 
reduced the time and cost and, if so, to what degree. Through | 
the Survey of Regulatory Compliance Costs, Statistics Canada | 
attempted to answer this question. First, it was discovered 

that about 26 percent of SMEs in the survey population were 
aware of the federal, provincial and/or municipal governments | 
initiatives to reduce the paperwork burden. Second, of those that 
were aware of the initiatives, about 39 percent, or 69 459 SMEs, | 


reported saving time and/or money. 


Methods of Compliance 


An important issue to consider when examining the implication 7 
of paperwork compliance on businesses is the methods by 
which they “prepare” and “submit” their claims and forms. 
The survey was designed to help improve governments’ 


understanding of this. Two key findings emerged from the survey 
i 
| 


oat ae 


(continued on page 
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(continued from page 2) 


¢ The majority of SMEs that do not rely on external service 
provider assistance still prepare the majority of claims and 
forms manually (using paper and pencil records). A lack 
of available electronic preparation methods and the cost 
to switch to electronic preparation methods could explain 

this finding. 

* Only a small percentage of SMEs submit claims and forms 
electronically. This may be partially explained by the fact 
that some government departments have not yet updated 
their information technology and communication systems 
to allow paperwork to be submitted electronically, limiting 


SMEs to downloading paper claims and forms online. 


This article presents some preliminary findings of the 2008 


Survey of Regulatory Compliance Costs. A more detailed report 


en ee Tle 


JOB Creation 


According to the latest Survey of Employment, Payrolls and 
_ ours from Statistics Canada, the number of payroll employees 
declined by 2.2 percent in the fourth quarter of 2009 compared 
ith the fourth quarter of 2008. This decline, which was the 
fourth consecutive quarterly loss, corresponds to a net decrease 
ke 325 721 jobs (Table 2). Although small firms contributed 


the most to this loss, job losses were shared among the three 


izes of firms. The year-over-year contribution to job losses 
| by small businesses was 35.1 percent, closely followed by 
large firms at 34.3 percent and medium-sized businesses at 


30.6 percent. Over the past three quarters, the year-over-year 


ntribution to job losses has declined substantially in small 


businesses while it has increased in medium-sized and large firms. 


Between the fourth quarter of 2008 and the fourth quarter of 
2009, the highest job declines were reported in mining and 


oil and gas extraction (15.8 percent), forestry (11.9 percent) 


ll Business Quarterly — Vol. 12, No. 1, May 2010 


can be accessed on Industry Canada’s PBRI website at 


www. reducingpaperburden.ge.ca/ eic/site/pbri-iafp.nsf/eng/ 
h_sx00133.html. A future article will focus on the time and 


cost burden associated with regulatory compliance, and also the 


opinions of SMEs on how to simplify paperwork requirements. 


" Regulatory paperwork refers to claims, forms and submissions that businesses are 
required to fill out and submit, either on paper or electronically, to stay in compliance 
with government regulations. This includes income tax forms, sales tax submissions, 
payroll reports such as T4s and T4 summaries, employment-related information requests 
such as the record of employment, survey questionnaires, and workers’ compensation 
claims and forms. For this analysis, regulatory paperwork excludes routine ongoing record- 
keeping activities that small and medium-sized enterprises (SMEs) perform as part of the 


day-to-day operation of their business. 


* The survey frame covers five industries — manufacturing; retail trade; professional, 
scientific and technical services; accommodation and food services; and other services — 
in five regions — Atlantic Canada, Quebec, Ontario, the Prairies and British Columbia — and 


is representative of about 685 000 of the 2.3 million business establishments in Canada. 


and manufacturing (10 percent). The manufacturing sector 
experienced the greatest number of jobs lost at 162 880, of 
which 21.4 percent (34 826 jobs) were lost among small 
businesses and 52.4 percent (85 268 jobs) were lost among 
large businesses. Other industries where small businesses 
experienced significant decreases in employment were 
professional, scientific and technical services (14 360 jobs), 
construction (13 704 jobs) and retail trade (13 406 jobs). 


Job losses in small firms are spread across most industries, 
whereas they were heavily concentrated in the manufacturing 
sector for large firms (a loss of 85 268 jobs). Jobs were created 
by all sizes of firm in health care and social assistance, public 
administration and educational services. In addition, large 


firms created 15 821 jobs in finance and insurance. 


(continued on page 4) 
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Table 2: Year-Over-Year Net Change! in Payroll Employment? by Industry, 4th Quarter 2009 _ 


% Contribution to Total Net Change (Number of Employees) 


by size of firm also exclude unclassified industries. 


Change 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 : 50 
Q4 2008 1.0 142 106 -1.1 eS) 6.1 1.8 14.7 -1.3 Dal He: 
Q1 2009 -0.8  -109 679 16.0 Oey 10.7 AS) 86.2 SHho) 6.3 44.2 
Q2 2009 Dy eateill 7A)! 15.3 Sy 11.9 19.0 55.4 14.0 12.8 26.9 
Q3 2009 pis | ey Phail5) -4.4 20.7 14.7 19.2 50.1 14.7 14.3 29.0 
Q4 2009 22-325 721 4.3 Oe eo USaya Bons 19)8) 10.7 30.6 
Industry Change (Jobs) 
Forestry ailules) -5 510 E523 Ole -980 -506 -3 024 45 -185 -140 
Mining and Oil and Gas Extraction -15.8 -32 601 764 = -1 301 -1 449 -1 227 -4 741 -784 -2 144 -2 928 
Utilities -3.8 -4 667 43 -17 -6 26 46 -460 -147 -607 
Construction -2.3 -19 703 -4 415 541 -4 180 -5 650 -13 704 -10 384 -2 667 -13 051 
Manufacturing -10.0 -162 880 -2 116 -5 265 -12870 -14575 -34 826 -26 251 -16 534 -42 785 
Wholesale Trade -4.3 -32711 -1 205 -2 355 -2 504 -3 411 -9 475 -4557 2 362 -2195 
Retail Trade -1.9 -36 262 -1362 -9 663 -107 -2 274 -13 406 -13 609 -2 332 -15 941 
Transportation and Warehousing -3.9 -27 311 E988) 399) UNG VOB I SDS -3 533 -6 115 -9 648 
Information and Cultural Industries -3.8 -12 628 -509 -131 -323 -1 182 -2 145 -3 255 -1 956 -5 211 
Finance and Insurance 1.8 11 843 48 -3 035 -1 321 462 -3 846 380 -S11 1304 
Real Estate and Rental and Leasing -2.2 -5 391 542 -1776 -350 -1 744 -3 328 -139 -274 -413 
Professional, Scientific and Technical Services -3.6 -27 304 -2 851 -3 182 -2 112 -6 215 -14 360 -4051 -4 674 -8 725 
Management of Companies and Enterprises -4.4 -5 303 327, -1 272 -881 -365 -2 191 934 1 BBS) 2 287 
Administrative and Support, Waste Management 
and Remediation Services -5.7 -43 487 431 -1 197 -1 638 -971 -3 375 -5 724 -6 799 -12 523 
Educational Services ne 13 288 -537 369 839 -426 245 -1 104 3 164 2 060 
Health Care and Social Assistance Bh) 51 856 1794 484 4905 3 128 10311 6 467 5 987 12 454 
Arts, Entertainment and Recreation 2.4 5577 225 -1 232 -215 -100 -1 322 807 OOy 1 204 
Accommodation and Food Services -2.0 -21 893 875 -140 1 831 -7 189 -4 623 750 -6 850 -6 100 
Other Services (excluding Public Administration) -0.7 -3 578 -2 913 1715 -676 407 -1 467 -1 341 -501 -1 842 
Public Administration 3.3 32 945 -295 550 1 196 1 063 2514 964 3 664 4 628 258 
Canada Total 9), B95) 7241\ 14141 -31714 -23748 -44708 -114311 -64 845 -34 766 -99 611 -ll 7 
Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2010. | 
! Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. | 
> Survey of Employment, Payrolls and Hours data exclude self employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 


household services, religious organizations and military personnel of defence services. The data breaking down employment 


Cant easbien 


| 
| 


i 
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SELF-Employment 


According to the latest figures from the Labour Force Survey, the 
number of employed individuals in Canada decreased by 0.7 percent 
between 2007 and 2009. During this period, the number of self- 
employed individuals increased by 3.3 percent to a total of 2.7 million. 


Growth in self-employment was mostly associated with an increase in 
the number of both incorporated and unincorporated self-employed 
individuals without paid help. The number of incorporated self- 
employed individuals without paid help grew by 8.1 percent, from 
48 700 to 485 200, between 2007 and 2009. During the same period, 


the number of unincorporated self-employed individuals without 


paid help grew by 4.6 percent, from 1.28 million to 1.34 million. 
In contrast, the number of incorporated self-employed individuals 
with paid help increased by 2.9 percent, while the number of 

_ unincorporated self-employed individuals with paid help decreased 
_ by 8.6 percent. 


At the provincial level, Ontario has the highest number of self- 
employed individuals at just over one million. Prince Edward Island 
recorded the highest year-over-year growth in the number of self- 
_employed individuals at 9.7 percent, from 9300 to 10 200, between 
2007 and 2009. Growth in self-employment was also high in 


Saskatchewan at 6.7 percent and Nova Scotia at 6.1 percent. 


incorporated self-employment with paid help grew the most 
in British Columbia (9.0 percent), followed by Saskatchewan 
| (7.0 percent) and Ontario (5.9 percent). Newfoundland and 
1 abrador recorded the greatest decline (22.9 percent) in incorporated 
self/employed individuals with paid help, falling from 7000 to 5400. 
Incorporated self-employment without paid help rose significantly 


| in many of the smaller provinces: Prince Edward Island (50 percent), 


> 


Nova Scotia (50 percent) and New Brunswick (21.6 percent). Only 
' province, Ontario, recorded a decrease (1.7 percent) in the 


| number of incorporated self-employed individuals without paid help, 


while Newfoundland and Labrador had zero percent growth. 


Jnincorporated self-employed with paid help was the only category 
to show declines in most of the provinces, except for Prince Edward 
i (18.8 percent) and Nova Scotia (7.9 percent). In the other 
th ree categories of self-employed individuals, most provinces had 
positive growth rates between 2007 and 2009. 


| 


4 
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Since 2005, Industry Canada has operated SME Direct, a 
website devoted to providing information to small and medium- 
sized enterprises (SMEs). Last year, over 120 000 individuals 
accessed SME Direct. This website provides information to the 
entrepreneur who wants to learn how to prepare a business plan 
and enter the market for the first time. The site is also a great 
resource for established small business owners who are interested 
in expanding their business. 


The goal of SME Direct is to serve as the “one-stop shop” for 

Canadian SMEs by providing the most recent and relevant 

information on a variety of topics: 

* Technology: Enhance business operations through adoption of 
new technology such as e-business, web 2.0 


* Finance: Provide access to financing programs, including a lease 
or buy calculator and industry-specific reports 


¢ Human resources: Improve human resoui 
information systems and improve cost savings 


‘ices to enhance 


* Succession planning: Provide resources on exit strategies 


* Marketing: Provide techniques to promote products and services 
and to develop relationships with customers 
F P 


website enjoy free, unlimited access to n 
comprehensive guides, databases, reports, and 
diagnostic and benchmarking tools, as well as interactive quizzes 


and tutorials. 


Visit wi 


ic.gc.ca/smedirect to learn more. 


(continued from page 5) 


Table 3: Self-Employed Workers and Employees by Province, Canada, 2007 and 2009 (thousands) 


Incorporated Unincorporated 
Employees Self-Employed* With Paid Help Without Paid Help With Paid Help Without Paid Help 
Percent Percent Percent Percent Percent ae 
Province** 2007 2009 Change 2007 2009 Change 2007 2009 Change 2007 2009 Change 2007 2009 Change 2007 2009 Chang 
Newfoundland and 193.2 194.2 0.5 FES) 20.7 -13.4 7.0 5.4 -22.9 2.5 2.5 0.0 2.8 2.6 -7.1 11.4 10.1 - 
Labrador 
Prince Edward Island 60.0 59.3 -1.2 Bia) 10.2 Sif 2.4 Pa) -4.2 0.6 0.9 50.0 1.6 ES) 18.8 4.6 4.9 | 
Nova Scotia 390.5 39271 0.4 57.1 60.6 6.1 13.3 13:6 2) 5.0 T> 50.0 7.6 8.2 ihe?) 30.6 30.8 | 
ee New Brunswick 320.7 323.6 0.9 42.2 42.9 Taf, 124 22) -1.6 Sil 45 21.6 56 4.9 -12.5 20.2 21.0 ) 
2 Quebec 3299.6 3279.6 -0.6 552.1 564.6 2.3 130.6 132.4 1.4 95.3 106.6 Ns) 553 aoe/| Sg XS ATES i 
Hi Ontario 5606.7 5503.9 -1.8 987.1 1022.1 395) 211.6 224.0 5.9) 160.4 157.7 ailge WO Shes) 7.9 497.6 533.5 
Manitoba 507.7 523.4 ell 88.8 83.6 -5.9 GION 179 4.2 9.8 10.1 Spl 10.6 OFS) -12.3 48.7 45.0 
Saskatchewan 408.7 421.3 alt 93.0 99.2 6.7 18.5 19.8 7.0 11.7 ©=14.0 19.7 OY, OH 0.0 Sie 54.3 
Alberta 1623.2 1636.4 0.8 336:2) Soles 4.6 88.5 82.7 -6.6 90.7 106.2 17.1 Ie 7) aie3) 135.5 142.4 
British Columbia 1841.0 1813.3 -1.5 425.3 446.1 4.9 94.0 102.5 SH) 68.9 75.3 oe 40.7 39.3 -3.4 DIOS: “2267 
Canada 142514 14 147.2 0.7 2615.0 2 LOND ena oise 2988 0122 2.9 448.7 485.2 8.1 260.7 238.4 “8.6 1 285.5 1 344.4 


Source: Statistics Canada, Labour Force Survey. 


* Includes unpaid family workers. 
** Self-employment figures for Yukon, Northwest Territories and Nunavut are not available. 


BUSINESS J/nsolvencies 


insolvencies in Q4 2009 was 1525, which is 2.9 percent lower 


Businesses in Canada have faced many economic and financial 
than in the previous quarter. On an annual basis, the number 


challenges over the last two years. In addition to statistics on 
of business insolvencies decreased by 9.6 percent in 2009 to 


6729 from 7445 in 2008. This could be partly explained by 


credit spreads, exchange-rate fluctuations, overall production 
levels, manufacturing output, and the global demand for goods 
and services, statistics on business insolvencies can be useful for 


assessing the overall health of the Canadian economy. 


Figure 1 compares the value and number of business insolvencies 
in Canada between 2007 and 2009. The number of business | 


i] 
(continued on page, 
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(continued from page 6) 


In terms of the “value of insolvency liabilities,” recent figures indicate 
that the value has almost returned to 2007 levels, that is, the value 
of business insolvencies in 2009 was $6.9 billion compared with 
$6.8 billion in 2007. Compared with 2008, the value of business 


insolvencies has decreased significantly, decreasing by 17.6 percent 


from $8.4 billion in 2008 to $6.9 billion in 2009. The economic 


_ recovery has likely helped improve businesses’ cash positions and 


could help explain this lower figure. 


dhe average value of business insolvencies on a quarter-by-quarter 


basis has followed a similar trend as the total value of business 


insolvencies between 2007 and 2009. The average value moved 


i teadily downwards from $1.9 million in Q1 2007 to $429 000 


( 
, 
fi 


i 
i 
i 
i 


in Q4 2007. It subsequently increased and peaked in Q4 2008 at 
$2.2 million and then moved slightly downwards to reach $1.6 million 


n Q4 2009. On an annual basis, the average value of business 


_ insolvencies increased from $893 000 in 2007 to $1.1 million in 2008, 


followed a 9-percent decline to $1 million in 2009. 


to 4th Quarter 2009 
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Liabilities 


(4) Number of business insolvencies 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb. ic.gc.ca). 


Small Business Quarterly — Vol. 12, No. 1, May 2010 


Small businesses operating for profit in Canada with gross annual 
revenues of $5 million or less are eligible 

) OP abe « Rea So yon, Peale. Mensa ured 2 
program. Farming businesses, not-for-profit ot ganizations, or 
charitable and r organizations are not eligible for loans 
under this program. 


loans under this 


Loans can be used to finance up to 90 percent 
the cost of: 
* purchasing or improving land, real property or immovables; 


* — purchasing leasehold improvements or improving leased 


proving new or used equipment. 


Any one business can obtain up to a maximum amount of $5 
of which no more than $350 000 can be used for purchasin 
improvements or improving leased property and purchasing 
improving new or used equipment. 


* purchasing 


Interest rates 

The interest rate is determined by the financial institution. The 
following two options are available: 

Variable rate: The maximum chargeable is the lender's prime 
lending rate plus 3 percent. 

Fixed rate: The maximum chargeable is the lender's single family 
residential mortgage rate for the term of the loan plus 3 percent. 


How to apply for a loan 


Financial institutions deliver the program and make all credit decisions. 
Small businesses must visit their local bank, credit union or Caisses 
populaire to obtain a loan under the program. 


Liabilities ($ billions) 


Canada Small Business Financing Program 


Tel. (toll-free): 866-959-1699 
ax: 613-952-0290 


RECENT Developments 


STATE OF ENTREPRENEURSHIP 
| Report 


Industry Canada's report, The State of Entrepreneurship in 
Canada is now available. The report charts entrepreneurial 


| activity in Canada over time and compares it with other 


# = leading countries. Entrepreneurial performance indicators 


observed include birth and death rates, survival rates, high- 
growth firms and gazelles, and research and development 
expenditures. In addition, the report provides some details 

on the owners of Canadian small and medium-sized enterprises 
as important entrepreneurial activity takes place within 

these firms. Finally, the report identifies areas of strength, 


areas for improvement and future research opportunities. 


The full report is available at www.ic.gc.ca/ sbresearch/sbreports. 
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OECD REPORT: 
Science, Technology and I ndustry 
Scoreboard 2009 


Released in December 2009, the Organisation for Economic 
Co-operation and Development (OECD) Science, Technology 
and Industry Scoreboard 2009 explores recent developments 
in matters relating to innovation, science, technology and 
globalization. In this regard, it compares characteristics of 
OECD member and major non-member economies and | 
provides information on the economic crisis and other 
global challenges. Findings reveal that overall foreign direct 
investment (FDI) inflows to G7 countries dropped by 

15 percent in 2008 owing to the economic crisis, a trend 

that is expected to continue in 2009. The report indicates 

that research and development intensity in Canada declined 
from 2.1 percent of the gross domestic product in 2004 to 
1.8 percent in 2008, which is similar with the OECD average 
(1.9 percent) but below the G7 average (2.2 percent) for 2008. 


Peek Sate 


For more information on the OECD Science, Technology and 
Industry Scoreboard 2009, or to purchase a copy of the report, 
visit www.oecd.org/sti/ scoreboard. . 


UPCOMING Lvent ] 
CANADIAN COUNCIL FOR SMALL i 
BUS SINESS AND a | 

ENTREPRENEURSHIP (CCSBE) oer 


ae Confe ference, fae 28-30, 201 0 . 


The Canadian Council for Small Business and Botienrencaraae 
is an organization whose goal is to promote and advance - 
the development of small business and entrepreneurship — 
through research, education and training, networking, and 
dissemination of scholarly and policy-oriented information. 


athe CCSBE Annual Conteenee will be hosted by the Bisset 
School of Business at Mount Royal University in ey is 
Alberta, October 28-30. The theme, Entrepreneurship — 
and Community, seeks to explore the multi-faceted i impact 
“entrepreneurs and small businesses have on their communiaes 
through their ventures, business and community outreach 


For information on the contetence, visit www. w.cesbe2010. info. 
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SELF-EMPLOYMENT iz the Downturn 


Statistics Canada released a paper in March 2010 entitled Self-Employment 
in the Downturn. According to the paper, between October 2008 and 
PERFORMANCE October 2009, the number of self-employed individuals rose by 115 100, a 


seasonally adjusted increase of 3.9 percent, while the number of individuals 
Trends 


in paid employment fell by nearly half a million, dropping 1.6 percent in 


Bee sauberetiobein'Conads fell by 128 249 berween the public sector and 4.1 percent in the private sector. This combination of 
the first quarter of 2009 and the first quarter of 2010, an increase in self-employment and substantial losses in paid employment 
corresponding to a 0.9-percent decrease in employment. raises the possibility that an increase in the former was induced by the 
During this period, small businesses! lost 26 303 jobs, job losses. Self-Employment in the Downturn discusses this possibility using 


while medium-sized and large firms lost 48 077 and the latest data from the Labour Force Survey and the Survey of Labour and 


Baiees obs respectively Income Dynamics. The paper compares the profiles of those who lost their 


By the end of 2009, the number of business establishments 


jobs and those who joined the ranks of the self-employed. 
__in Canada increased by 2.8 percent to a total of 2 379 798. 


Much of this increase came in the form of employer During this period, job losses occurred mostly among youth, men, workers 
businesses, which grew by 56 713. Small businesses with lower levels of education, and those working in manufacturing and 


accounted for 98 percent of employer businesses. eam é : — 
Us ae construction industries. In comparison, of those who joined the ranks of 


In the first quarter of 2010, self-employed individuals 


worked 39.7 hours per week, on average, compared with 


the self-employed between October 2008 and October 2009, many were 
women (66 900), 45 years of age or older (156 500) and had a high school 
ei dividcials crorkd.50 hours.oc more per week education or less (49 300) (Table 1). Furthermore, almost half of the increase 


Bred sath only 3.5 percent of employees, in self-employment occurred in the financial sector, most notably in real 


7 34.7 hours for employees. Close to one third of self- 


Compared with small businesses that were denied financing, estate. This suggests that the 
small businesses that received loans through the Canada individuals who recently became 
_ Small Business Financing Program posted stronger self-employed were likely not 

_ growth in salaries, employment and revenue by 12, 12 and the same people who lost their 

4 7 percentage points, respectively, from 2004 to 2006. jobs. 


Canada aaa Netw 


2 1 Small businesses are defined as having fewer than 100 employees, Self-Employment 


_ medium-sized businesses having 100 to 499 employees and large Buse Financing 
businesses having 500 or more employees. Be Ce ER 


G20 Young Entrepreneurs Summit _ 
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Table 1: Self-Employed Individuals across 
Demogra hic Groups 
October 2008 October 2009 Change 


(%) (%) 
Sex 
Men 65.0 64.1 48 200 
Women 35.0 35.9 66 900 
Age (years) 

5-24 3.4 aye) 1 200 
25-34 14.4 1S -3 900 
35-44 26.0 D3 -38 600 
45-54 29.5 29.9 46 500 
55 and over 26.7 DY) 110 000 
Education Level 
At least one university degree 27.6 LG 34 400 
Between high school and 
university 40.8 40.2 31 300 
High school or less 31.6 32.1 49 300 
Region of Residence . 

Atlantic 5.0 4.9 2 700 
Quebec 20.0 212 56 300 
Ontario 3H) 37.6 35 400 

Manitoba and Saskatchewan 6.7 6.7 7 800 
Alberta 325 12.9 -1 900 
British Columbia and North 16.9 16.7 14 800 
Family Status 

Does not have a spouse 26.8 27.6 54 400 
Spouse does not work 10.6 11.5 35 800 

Spouse working — paid employee 38.8 37.7 15 500 

Spouse working — self-employed 23.9 23.2 9 400 


Source: Statistics Canada, Labour Force Survey, not seasonally adjusted. 


The paper takes the analysis further and examines specifically 
those individuals who lost their jobs between October 2008 
and March 2009, and those who became self-employed 
between April and October 2009. This investigation revealed 
that almost 50 percent of those who became unemployed 
between October 2008 and March 2009 were employed in 
either the manufacturing or the mining, quarrying, oil and gas, 
and construction sectors (Table 2). In contrast, only 16 percent 
of those individuals who became self-employed between April 


and October 2009 were working in these sectors. 


SSS eae 


Table 2: Laid-Off Pai Employees and 
Newly Self-Employed : 


j 
— 


Laid-Off Paid Employees Newly Self-Employed 


(October 2008 to (April 2009 to 
March 2009) October 2009) 
(%) (%) 
Industry 598 400 100.0 184600 100.0 = 
z g | = 
Agriculture, forestry, fishing 15.900 07 6 100 33 | 
and hunting 
Mining, quarrying, oil and gas, 153999 20.6 26400 143 5 
and construction 
Manufacturing 168 100 28.1 2 800 1.5 i 
Wholesale trade 60 100 10.0 14 800 8.0 \ 
Retail trade 24 900 4.2 4 000 2D 
peasperanea aad 32.000 53 8400 4.5 
warehousing 
Information, cultural, arts and 15 400 26 12.600 68 ? 
recreation ; 
Finance and real estate 13 300 De 8 700 47 rs 
Professional, scientific and 27 700 4G 33 400 18.1 ; 
technical services 
Management and support 33 600 5.6 16 800 eit 
Accommodation and food 37 100 6.2 6 600 3.6 
Other services 24 200 4.0 22 100 12.0 
Health care and social assistance 12 300 pS 15 900 8.6 
Education and public 10 800 18 6.000 33 


administration 


Source: Statistics Canada, Labour Force Survey, not seasonally adjusted. 


The biggest share (18.1 percent) of those who became 
self-employed between April and October 2009 worked 
in the professional, scientific and technical services sector. 


Considering that jobs in this sector often require specialized 


training, it is unlikely that a large proportion of laid-off 


individuals would have been able to transition easily from one 


sector to the other. This suggests that other factors (e.g., greater 
earning potential, access to financing, work—life balance) 
might have “pulled” a significant number of workers into self- | 


employment without the impetus of a layoff. 
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JOB Creation 


According to Statistics Canada’s Survey of Employment, Payrolls lost 26 303 jobs, while medium-sized and large firms lost 
_ and Hours, the number of jobs in Canada fell by 48 077 and 53 868 jobs respectively. These job losses correspond 
~ 128 249 between the first quarter of 2009 and the first to 0.5 percent, 2.3 percent and 0.8 percent decreases in 
quarter of 2010, corresponding to a 0.9-percent decrease in employment for small, medium-sized and large firms respectively. 


employment (Table 3). During this period, small businesses 


Table 3: Year-Over-Year Change! in Layroll Employment? by Province and lerritory, Ist Quarter 2010 


Change % Contribution to Total Change (Number of Employees) 
Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
} Ql 2009 -0.8 -109 679 16.0 27 10.7 299) 86.2 37.9 6.3 44,2 -30.4 
Q2 2009 -2.3 -331 761 a5%3: 22) HD) 19.0 55.4 14.0 12.8 26.9 17.7 
Q3 2009 -2.5 -372 315 -4.4 20.7 14.7 L952 50.1 14.7 14.3 29.0 20.9 
Q4 2009 -2.2 -325 721 4.3 D7 fee) 1307, 35.1 1939) 10.7 30.6 34.3 
Q1 2010 -0.9 -128 249 -1.8 23 10.8 93 20.5 19.4 18.1 BF: 42.0 
Province and Territory Growth Rate (%) 
~ Newfoundland and 
Labrador 1.0 1 744 0.2 oa 10.1 -6.7 2 3.6 De/k 4.1 -0.4 
Prince Edward Island 1.4 762 0.6 PEP -2.1 Sy) 2S) -3.2 25.6 43 -0.5 
Noya Scotia 0.9 3 342 -1.3 1.6 7 -2.0 0.4 0.4 -8.0 -2.4 22 
New Brunswick ail 3 306 -0.3 0.5 0.0 -0.4 0.0 10.6 -11.4 3S 1.4 
Quebec -0.3 -11 053 0.0 0.4 -0.2 BD) 0.6 -0.3 -7.9 -2.5 -0.5 
Ontario -1.0 -54 780 0.8 -0.9 -0.7 -1.3 -0.6 -1.6 -3.2 -2.0 -1.0 
Manitoba -1.2 -6 257 -0.2 1.0 0.9 0.8 0.7 -1.3 -1.5 -1,3 -2.3 
Saskatchewan -0.4 -1 868 0.7 -0.6 1.3 -3.1 -0.3 1.4 -4.7 -O.5 -0.5 
Alberta -2.2 -37 316 0.2 -1.4 -4.5 -6.9 -3.0 -5.6 -5.5 -5.6 -0.3 
British Columbia -1.5 -26 896 -0.3 0.7 -2.1 -2.1 -0.7 -4.0 4.6 -1.6 -2.2 
. Yukon? 1.0 179 0.7 eS) -5.9 OP 0.8 -2.1 — — — 
_ Northwest Territories’ 0.3 66 29) 0.9 -3.2 18.8 SS) -8.7 — = = 
Nunavut? 5.4 522 les} 0.2 3.4 16,2 6.7 17.4 _ — — 
Canada Total -0.9 -128 249 0.2 -0.2 -0.9 -1.1 -0.5 -1.7 -3.9 -2.3 -0.8 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, July 2010. 
" Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


* Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


a . . . + . . + 
_ * Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 


ny 


By firm size, medium-sized and large firms accounted for Although overall employment levels dropped in Canada, some 
37.5 percent and 42.0 percent of jobs lost respectively. From regions experienced job growth. Nunavut posted the largest 
the first quarter of 2009 to the first quarter of 2010, the percentage gain in terms of employment (5.4 percent), while 
contribution to jobs lost by small businesses decreased from Nova Scotia experienced the largest gain in the total number 
86.2 percent to 20.5 percent, suggesting possible signs of of jobs (3 342 jobs created). Alberta, on the other hand, 


economic stability among small businesses. posted the largest drop in employment in percentage terms 


(continued on page 4) 
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(-2.2 percent), mostly due to 3.0 percent and 5.6 percent jobs lost in Canada — of which 11 815 and 16 838 jobs were 
decreases in employment among small and medium-sized firms lost among small and medium-sized firms respectively. 


respectively. Ontario lost 54 780 jobs — the largest number of 


BUSINESS Establishments 


According to Statistics Canada’s Business Register, there were Compared with 2008, the share of business establishments 

2 379 798 business establishments! in Canada at the end of across firm size has remained steady. Small businesses 

2009 (Table 4), an increase of 2.8 percent from 2008. Much of accounted for 98 percent of employer businesses; however, 
this increase came in the form of employer businesses, which within small businesses, the share of micro-businesses (fewer 
grew by 56 713, reaching 1 137 681 in December 2009, a sharp than five employees) decreased, while the share of businesses 
increase of 5.2 percent. The number of businesses in the with 5-49 employees increased. Medium-sized enterprises 
indeterminate? category grew by 8522, a 1.7-percent increase represented 1.8 percent of employer establishments, while large 
over the previous year. firms represented 0.2 percent of employer businesses in Canada. — 


Table 4: Business Establishments by Size of Employment and Province or Territory, December 2009. 


Namicral Psployess i 
Year Over Near ; 
Grad Change (%) 

Province ox Tecsitocy. Thell. Indetenainate’. ‘Totaly, (2008-2009) 145-9 10-19 --20-49 50-99 100-199 200-499 500+. 
Newndbadandiabete, mmm2es¢ 8 420 17 913 43 9924) 640624 | 200K) 1217 361 161 ra 
Prince Edward Island 10 397 4 266 6131 43 3122 1438 822 510 145 53 | 
Ra aan 54 509 22953 31 556 49 17048 6680 3920 2532 749 393 6 Bi 
New Brunswick 42591 15.979 26 612 43 14337 5683. «3.389209 628 281 135 60) 
@uckec 474 308 226.968 247 340 47 125341 55985 32679 21800 6757 2823 1338 Gi 
OH 888 951 494268 394 683 6.2 316246 77968 48301 32076 10833 5387 2760 11M 
Rees 77 288 40 455 36 833 6.0 18246 8030 5163 3458 1107 457 258 «114 
Saleeakeran 94 909 55 505 39 404 71 21654 8194 5018 3070 870 341 186 
Alberta 341 502 184331 157171 4.8 ep AOk 908655 17755 ile6e7 3802.» 1,684 867 337, 
British Columbia 362 665 186541 176 124 4.0 99077 35729 21363 «413078 «4061 ~=—«:1 681 815 32k 
Yukon 2 881 1 246 1 635 53 820 379 221 144 32 2 B ‘ 
Nonhwccitomiores 2 630 960 1670 7.8 586 414 326 223 69 37 2 
Nae 834 225 609 43 155 145 136 109 43 17 3 | 
Canada Total 2379798 1242117_—«1:137 681 5.2 618959 233362 141154 91983 29457 13337 6661 2 76. 

December 2009 54.4% 205% 12.4% 81% 2.6% 1.2% 0.6% 0.29 
Share of Employer Businesses ' 
Fue ae 54.7% 20.3% 12.2% 7.9% 2.7% 1.3% 0.6% 0.38 


Source: Statistics Canada, Business Register, December 2009. 


| The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such 
businesses may consist of contract workers, family members and/or owners. 


(continued on page. 
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In 2009, every province and territory posted strong growth in 

the number of employer businesses. In particular, the Northwest 
Territories and Saskatchewan experienced the largest year-over-year 
increase at 7.8 and 7.1 percent respectively. Ontario ranked third, 
with an increase of 6.2 percent, and the largest jump in terms of the 
number of business establishments. The rest of Canada saw employer 


businesses increase by at least 4.0 percent. 


The distribution of business establishments by province was fairly 
stable. The majority of businesses (37.4 percent) are located in 
Ontario, followed by Quebec with 19.9 percent of all businesses. 
The Western provinces together represent 36.8 percent of businesses, 


while the Atlantic provinces represent 5.6 percent. 


For an individual business establishment to be included in Statistics Canada’s Business Register, 
the company to which it belongs must meet one of the following criteria: have at least one paid 
employee (with payroll deductions remitted to the Canada Revenue Agency), have annual sales 
revenues of $30 000, or be incorporated and have filed a federal corporate income tax return at 
least once in the previous three years. Several business establishments can belong to the same 


company and each company owns at least one business establishment. 


* The indeterminate category consists of incorporated or unincorporated businesses that do not 


have a Canada Revenue Agency payroll deductions account. The workforce of these businesses may 


consist of contract workers, family members and/or owners. 


Bre 
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The Canada Business Network is a one-stop information service 
for Canadian businesses delivered in collaboration with the 
federal, provincial and territorial governments. Through a network 
of centres in each province and territory, services are offered in 
person, by toll-free telephone (1-888-576-4444) and through 

the web at www.canadabusiness.ca. The Canada Business Network 
provides a wide range of information on government services, 
programs and regulations relevant to existing and potential 
entrepreneurs. For example, entrepreneurs can access a customized 
listing of available grants and financing programs at 


canadabusiness.ca/eng/search/sof/. 


The Canada Business website provides links for businesses looking 
for information on the harmonized sales tax (HST). These links 
lead to web pages devoted to providing general or province- 
specific information on the HST, which came into effect in Ontario 
and British Columbia on July 1, 2010, joining Nova Scotia, 

New Brunswick, and Newfoundland and Labrador as provinces 
that have the HST. For information on the HST, visit 


www.canadabusiness.ca/eng/blog/entry/4479/. 


The Canada Business website features a blog to inform users 
of timely items of interest to their business. Some of the issues 
covered in the frequently updated Canada Business blog include: 


¢ newly released research or statistics; 


government program announcements; and 


changes to regulatory requirements. 


The Canada Business blog also creates an opportunity for 
businesses to comment directly on articles. To check out 


the Canada Business blog, visit .canadabusiness.ca/eng/blog/. 


SELF-Employment 


Using data from Statistics Canada’s Labour Force Survey, 

a comparison was made across paid employees and five categories 
of self-employed workers by usual hours worked per week 
between the first quarter of 2009 and the first quarter of 2010 
(Table 5). 


In the first quarter of 2010, self-employed individuals worked 
39.7 hours per week, on average, compared with 34.7 hours for 
employees. Close to 65 percent of employees worked between 
35 and 40 hours per week compared with approximately 

30 percent of the self-employed. ‘The largest proportion of self- 
employed individuals (30.9 percent) worked 50 hours or more 


per week compared with only 3.5 percent of employees. 


There was no significant change in hours worked by employees 
or the self-employed between the first quarter of 2009 and the 
first quarter of 20105 however, some changes have occurred 
within the different categories of self-employed workers. ‘The 


percentage of self-employed that were incorporated with paid 


Table 5: Percentage of Self-Employed Workers! and Employees by Hours Worked per Week, 
Ist Quarter 2009 and Ist Quarter 2010 


help and worked 50 hours or more per week decreased from 
44.6 percent in 2009 to 40.8 percent in 2010. Over the same 
period, the proportion of self-employed that were incorporated 
without paid help and worked 50 hours or more per week 


increased from 29.8 percent to 34.8 percent. 


In both 2009 and 2010, self-employed workers with paid help 
spent more time at work on average than those without paid 
help, which may be partly explained by the need to devote time ~ 
to human resources management. As a result, self-employed | 


workers with paid help are more likely to work more than 


40 hours per week than those without paid help. 


Incorporated Unincorporated 

Employees Self-Employed With Paid Help Without Paid Help With Paid Help Without Paid Hel 
Usual Hours 
Worked 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010: 
1-14 6.5 6.6 8.8 8.5 2.5 De 6.6 5) 3.0 ey) 1372 12 
15-29 13.0 13.0 14.7 14.2 TP HP? 12.2 11.4 6.6 6.9 20.2 19.3 
30-34 6.8 To! 8.6 il 5.8 6.6 8.6 8.1 5.0 7.4 10.5 10.9 
35-39 25.2 25.2 Tefl Teh Do) 6.4 oil Hes) Df, 5.6 8.5 79 
40 39.5 39.4 22.5 21.8 23.8 25.0 25.9 25.1 25.3 23.0 20.2 19.2 
41-49 5.4 Del Nei 8.2 10.6 ai 7.8 iD Oyu 10.0 6.2 67 
50 or more 3.6 3h) 30.2 30.9 44.6 40.8 29.8 34.8 45.3 43.0 21.3 2304 
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.C 
Average 34.9 34.7 39.4 Bo 46.2 45.6 40.4 41.7 46.6 45.6 34.8 354 


Source: Statistics Canada, Labour Force Survey, special tabulation. 


| Unpaid family workers are not shown in this table due to low frequencies. 
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BUSINESS Financing 


Economic Impact of the Canada Small 


Business Financing Program 


Financing is of vital importance to firms intending to grow; however, 
some small businesses with viable projects are denied financing by 
traditional financial institutions because of their lack of collateral or 
track record. For this reason, the Canada Small Business Financing 
Program (CSBEP) was created to increase access to financing for 
small and medium-sized enterprises by having the federal government 


share the risk of lending with private-sector lenders. 


Using 2004 data from Statistics Canada’s Survey on Financing 

of Small and Medium Enterprises, in conjunction with financial 
information from the Canada Revenue Agency, a recent Industry 
Canada study investigated the economic impact of the CSBFP by 
comparing the performance of firms that were denied financing with 


the performance of firms that were successful in accessing financing 


through the CSBFP. 


The study found that, compared with small businesses that were 
denied financing, small businesses that received loans through the 
CSBEP posted stronger growth in salaries, employment and revenue 
by 12, 12 and 7 percentage points, respectively, from 2004 to 2006.' 
Furthermore, CSBFP loans made in 2004 led to the creation of 
approximately 5000 jobs from 2004 to 2006. These results suggest 


that the CSBEP has had a positive economic impact on participants. 


This study can be found at www.sme-fdi.gc.ca/eic/site/sme_fdi-prf_ 


pme.nsf/eng/h_02195.html. 


No impact on profit growth was observed. 
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Young Entreprenettrs Summit 


The inaugural G20 Young Entrepreneurs Summit (G20 YES), 
which was organized by the Canadian Youth Business Foundation, 
took place June 21—22 in Toronto. The event brought together 
over 200 delegates representing both young entrepreneurs and 

the organizations that work with them. 


Participants regarded youth entrepreneurship as a powerful 

force that could help economies recover from the recession. In a 
communiqué to G20 leaders, the young entrepreneurs demanded 
action from governments on five fronts: 


* Access to funding: Governments should support alternative 
mechanisms and institutions that provide young 
entrepreneurs with capital. 


Coordinated support: Governments should encourage 
greater collaboration and cooperation among organizations 
that support young entrepreneurs. 


Entrepreneurship culture: Governments should find ways to 
expose young entrepreneurs to successful entrepreneurs. 
These business leaders represent powerful teachers to their 
younger counterparts. 


Regulation and taxation: Governments should reduce the 
administrative burden for early-stage businesses started by 

young entrepreneurs and enact tax measures that promote 

their growth. 


Education and training: Governments should encourage 
entrepreneurship education in schools, colleges and 
universities, as well as through non-traditional, community- 
based means. 


‘The event enabled young entrepreneurs to share their message 
with government and business leaders, but also afforded them a 
unique opportunity to network with their peers. Following the 
Canadian example and building on the success of the Toronto 
G20 YES, France has agreed to hold a similar event in 2011 when 
it hosts the G20. 


RECENT Development 


SUPPORT FOR ENTREPRENEURSHIP 
within Canadian Higher Education 


Institutions 


In 2009, Industry Canada surveyed Canadian universities 

and colleges to investigate how entrepreneurship education 

is delivered in Canada. Overall, the survey revealed that 
Canadian higher education institutions are active in offering 
entrepreneurship education as well as in providing a network 
of practitioners and the necessary facilities to support students 
interested in entrepreneurship. Two areas of concern, however, 


were uneven access to entrepreneurship education across 


faculties and limited support for early-stage entrepreneurship 


on campus. 


To receive a copy of the summary report, subscribe online at 
www.ic.ge.ca/eic/site/sbrp-rppe.nsf/frm-eng/ MGRL-7SHKMP 


and check “entrepreneurship” as an area of interest. 
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UPCOMING vents 


CCSBE: 26th Annual Conference 


The Canadian Council for Small Business and Entrepreneurship 
will be holding its 26th annual conference at Mount Royal 
University in Calgary, Alberta, October 28-30, 2010. With 
presentations and workshops tailored to entrepreneurs, policy- 
makers, academics and students, this year’s theme will focus on 


“Entrepreneurship and Community.” 


For more information, visit www.ccsbe2010.info. 


SMALL BUSINESS WEEK 2010 


Officially launched in 1981 by the Business Development 

Bank of Canada, the annual Small Business Week will celebrate 
entrepreneurship with events held across the country 
October 17—23. This event provides entrepreneurs with an 
opportunity to share success stories, exchange ideas and network 
with leading business experts. This year's theme is entitled 
“Power Up Your Business. Invest. Innovate. Grow.” The Young 
Entrepreneur Awards nomination campaign will also be launched 


during this event. 


For more information, visit: www.bdc.ca/EN/about/events/ 


small business week/Pages/default.aspx. 


SOHO|SME Business Conference 
and Expo 


Tailored to small and medium-sized enterprises with 1 to 

50 employees, SOHO (“Small Office, Home Office”) | SME 
will be holding a business conference and expo in three 
Canadian cities during the fall. A one-day event featuring 
keynote presentations, how-to seminar sessions, networking 
opportunities, and exhibits and displays on key business 
essentials, the SOHO | SME business conference and expo will 
take place in Vancouver, Toronto and Ottawa on September 16, 
October 27 and October 29 respectively. 


For more information, visit www.soho.ca/sohosme. 


———— 
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MALL BUSINEs: 


_. VOLUME 12, No. 3, NOVEMBER 2010 


: PERFORMANCE 
Trends 


From the second quarter of 2009 to the second quarter 


of 2010, the number of business insolvencies declined 
from 1837 to 1401, representing a decrease of almost 
24 percent. However, the value of business insolvencies 
jumped from $1.8 billion to $3.6 billion. 


The number of payroll employees increased by 28 893 in 
the second quarter of 2010, corresponding to a year-over- 
year job gain of 0.2 percent. Small businesses! created 
35 549 jobs, while large firms contributed 728 jobs. 

In contrast, medium-sized firms experienced a loss 


of 7385 jobs. 


The greatest number of jobs created by small businesses in 
the second quarter of 2010 occurred in the construction 
sector (23 014 jobs gained), followed by health care and 
social assistance (9755 jobs gained). 


& From 2001 to 2009, the number of self-employed workers 
in Canada grew by 2.2 percent on an annualized basis, 
reaching 2.7 million in 2009. During the same period, 
the number of employed workers rose from 12.7 million 


to 14.1 million, an annual growth rate of 1.4 percent. 


Industries that saw the fastest annualized growth in self- 
employment from 2001 to 2009 were finance, insurance, 
_ real estate and leasing (5.6 percent) and construction 
(4.2 percent). 


ER 
* Small businesses are defined as having fewer than 100 employees, 


medium-sized businesses having 100 to 499 employees and large 
businesses having 500 or more employees. 


Government 


Canada 


QUARTERLY 


WOMEN Entrepreneurs 


Accounting for an important part of the small and medium-sized enterprise 
(SME) landscape in Canada, women entrepreneurs play a valuable role in 
wealth and job creation across the country. To achieve growth, almost all 
entrepreneurs consider access to financing as an essential ingredient, but 
there is concern among some researchers that female business owners have 
less access to financing — or receive financing under less favourable loan 


conditions — than male business owners. 


To help determine if female business owners do indeed face unique 
obstacles to accessing financing, Industry Canada recently produced 
Small Business Financing Profiles: Women Entrepreneurs in October 2010, 
based primarily on 2004 and 2007 data from Statistics Canada’s Survey 

on Financing of Small and Medium Enterprises. The report compares the 
business characteristics and recent financing activities between majority 
female-owned SMEs and majority male-owned SMEs! to highlight gender 
differences and reveal important new trends that may be emerging among 


majority female-owned SMEs. 


‘The report reveals that in 2007 majority female-owned SMEs constituted 
16 percent of all SMEs? in Canada. In the same year, female business 
owners were, on average, younger and reported fewer years of management 
or ownership experience 
compared with male business 
owners. Nonetheless, majority 
female-owned firms were 
similar in business size to Job Petia is 
majority male-owned firms in Self-Employment 
terms of numbers of employees Impact of the Recession arid 
and before-tax net incomes in on SME Employment | 
both 2004 and 2007. Business Financing | 
Canadian Youth Business Foundation 
(continued on page 2) 


Recent Developments / Upcoming Event 


(continued from page 1) 


In sharp contrast to 2004, majority female-owned firms were 
just as likely to seek external financing as majority male-owned 
firms in 2007 (17 percent overall request rate for both gender 
groups) (Table 1). Although request rates were very similar, 

the actual amount of debt financing requested by majority 
female-owned firms was, on average, less than half the average 
amount of debt financing requested by majority male-owned 
firms in both 2004 and 2007. To determine approval rates while 
accounting for differences in the amount of debt financing 
requested, a ratio of the sum of all approved debt financing 

to the sum of all requested debt financing was calculated 

for each gender group (Table 2). In both 2004 and 2007, 

the ratio was very similar between the two groups, suggesting 
that there is little difference between majority female-owned 
firms and majority male-owned firms with respect to accessing 


debt financing. 


With regard to loan conditions, the report reveals that majority 


female-owned firms were not more likely to be asked for collateral 


Table 1: Request Rates (%) 
by Type of Financing* 


2004 2007 


Majority Majority Majority Majority 


Female- Male- Female- Male- 
Owned Owned Owned Owned 
Any Financing 15 24 17 7 
Debt 13 19 2 12 
Long Term b) S) 5 6 
Short Term 8 10 8 
Lease 1 4 3 5 
Equity 1 1 1 1 
Trade Credit 5 12 8 9 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004 and 2007. 
* Bold value denotes statistically significant gender difference at 5 percent. 


as a condition for loan approval in both 2004 and 2007. As well, 
the report does not find any conclusive evidence that female 
business owners who were approved for debt financing were 
charged higher interest rates than male business owners. 
Overall, the report finds no convincing evidence that majority 
female-owned farms faced less favourable loan conditions 


compared with majority male-owned firms. 


To read the full report, go to www.sme-fdi.ge.ca/ sbfprofiles 
under “Business Owner Characteristics.” To receive future 


publications, please register at www.sme-fdi.gc.ca/subscription. 


1 A “majority female-owned SME” is defined here as a SME in which 51 to 100 percent of § 


the ownership of the business is held by women (similarly for a “majority male-owned SME”). 


? Excluding non-profit and government organizations, schools, hospitals, subsidiaries, co- 


operatives, and financing and leasing companies. 


Table 2: Approved Debt Financing | 
_ ee qverage $)" 


2004 2007 


Majority Majority Majority Majority 
Female- Male- Female- Male- 
Owned Owned Owned Owned 


eee 
Average Long-Term Debt Approved 161 000 221 000 163000 340000 . 


Average Short-Term Debt Approved 43 000 96 000 72000 177000. 
Average Total Debt Approved 68000 147000 118000 284000. 
(Approved/Requested) Total Debt 87% 89% 94% 94% 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small. 
and Medium Enterprises, 2004 and 2007. 


a sath 
* Bold value denotes statistically significant gender difference at 5 percent. 
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_ Tepresents a decrease of almost 24 percent. 


In terms of the “value of insolvency liabilities,” recent figures 


| quarter in previous years ($1.1 billion in Q2? 2007, $1.3 billion 


BUSINESS /nsolvencies! 


Businesses in Canada have faced many economic and financial in Q2 2008 and $1.8 billion in Q2 2009). In addition, the value 
challenges over the last two years. In addition to statistics on of insolvencies over the first two quarters of 2010 has already 
credit spreads, exchange-rate fluctuations, manufacturing reached almost 87 percent of the total value of insolvencies 
output, and the global demand for goods and services, statistics in 2009, a possible sign that a further decline in the financial 
on business insolvencies can be useful for assessing the overall position of businesses is still taking place in the economy. 


health of the Canadia ; 
Baie i ise ear Although not shown here, the average value of business 


Figure 1 compares the value and number of business insolvencies on a quarter-by-quarter basis has followed a 


insolvencies in Canada between 2007 and 2010. The number similar trend as the total value of business insolvencies between 
of business insolvencies has been declining since Q2 2009, 2007 and 2010. The average value of insolvencies moved steadily 
dropping from 1837 in Q2 2009 to 1401 in Q2 2010. This downwards from $1.9 million in Q1 2007 to $429 000 in 


Q4 2007, reversed and spiked in Q4 2008 at $2.2 million, 
moved slowly downwards through the first three quarters 


f 2009, then reversed direction a ain, reaching $2.6 million 
indicate that values have jumped to an unusually high level. . ee re me Sone 


tts ros i in Q2 2010. 

The value of business insolvencies in Q2 2010 was $3.6 billion, 

which was the third highest amount recorded in a quarter since 

Ql 2007. It was also higher than levels reached in the same ' Insolvencies include both proposals (i.e., propositions to creditor to restructure) and 


bankruptcies. Bankruptcies account for 86 percent of insolvency cases. 


Figure 1: Business Insolvencies, 1°* Quarter 2007 to 274 Quarter 2010 


2500 => 


2000 } 4 


a {F iA i | =a 
te ‘ae i ww v4 eS | ak 


Number of insolvent businesses 
Liabilities ($ billions) 


500 1s 4 | 4 / 1 + t+ 1 
0 | 1 ig 
I | GO OP nO a Pe 0) OO 
Ol A WS) aS hak ¥ ¥ IS) i) ¥ g 9 y 
oF ee oO a a a ar a oh ah a® gt 

GS Number of insolvent businesses ee Uiab ities 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb. ic.gc.ca). 
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JOB Creation 


According to the latest release of Statistics Canada’s Survey 


of Employment, Payrolls and Hours, the number of payroll 
employees increased by 0.2 percent (28 893 jobs) in the 


second quarter of 2010 compared with the second quarter 


of 2009 (Table 3). While this is a modest increase, it is a 


positive change from the record job losses over the past 


four consecutive quarters. By firm size, small firms 


Quarter 
Q2 2009 
Q3 2009 
Q4 2009 
QI 2010 
Q2 2010 


SENG eee 


Industry 


Saar aie ee SS 


Forestry 

Mining and Oil and Gas Extraction 
Utilities 

Construction 

Manufacturing 

Wholesale Trade 

Retail Trade 

Transportation and Warehousing 
Information and Cultural Industries 
Finance and Insurance 

Real Estate and Rental and Leasing 
Professional, Scientific and Technical Services 
Management of Companies and Enterprises 


Administrative and Support, Waste 
Management and Remediation Services 


Educational Services 
Health Care and Social Assistance 
Arts, Entertainment and Recreation 


Accommodation and Food Services 


Other Services (excluding Public Administration) 


Public Administration 


Canada Total 


Change 

% Jobs 
-2.3 -331 761 
-2.5 -372 315 
-2.2 -325 721 
-0.9 -128 249 
0.2 28 893 
5.6 1978 
1.4 2 492 
-7.0 -8 872 
47 37 257 
-1.6 -23 941 
-0.6 -4 81 
-0.7 -13 935 
-1.4 -9 560 
-3.0 -9 689 
3.0 19 972 
-0.9 -2 087 
0.0 367 
-9.1 -10 805 
ugk 7 937 
12, 14 063 
Di 34 095 
-1.9 -4 870 
-1.4 -15 054 
0.4 2 248 
Le Gey) 


0.2 


28 893 


Table 3: Year-Over-Year Net Change’ in Payroll E. 


0-4 


20 
-246 
-1 069 
670 
-229 

1 534 
203 


14 334 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2010. 


' Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a gi 


> Survey of Employment, Payrolls and Hours data exclude selFemployed workers 
household services, religious organizations and military personnel of defence se 


3 972 7 287 9 956 


created 35 549 jobs, while large firms contributed 728 jobs. 
Medium-sized firms experienced a loss of 7385 jobs. 


Between the second quarter of 2009 and the second quarter 


of 2010, the greatest job increases were reported in forestry 


(5.6 percent), construction (4.7 percent) and finance and 


insurance (3.0 percent). The construction sector experienced 


(continued on page 5) 


mployment? by Industry, 24 Quarter 2010. 


% Contribution to Total Net Change (Number of Employees) 


5-19 20-49 50-99 
7s iis) 19.0 55.4 
20.7 14.7 OY, 50 
Shi ees 187, aby 
Ze 10.8 V8) 20.5 
13.7 22 34.5 123.0 

Change (Jobs) 

1 005 1 334 301 AE QYD 
-202 1 425 783 2 026 
-103 219 -53 83 
14 938 3 747 4575 23 014 
-2 927 -454 -2 458 -6 908 
-2 745 -785 -428 -3 288 
-8 422 -3 003 Salay/ -6 497 
-579 -1 003 -675 -723 
505 -101 1 087 1 694 
-757 -428 1776 640 
1 829 298 -860 1 232 
-1 129 198 -1 608 1 470 
-1 034 -997 -773 -3 062 
-812 345 -371 4 202 
576 -912 -16 -155 
443 3 274 4787 DISS 
-289 a5 -280 42 
2 102 2 230 -816 4 200 
1 043 1 248 -375 3 345 
531 627 203 1 488 


35 549 


who are not on a payroll and employees in the following industries: a 


14.0 
14.7 
19.9 
19.4 
-5.9 


-1715 


0-99 100-299 300-499 


12.8 
14.3 
10.7 
18.1 
-19.6 


100-499 


26.9 
29.0 
30.6 
HED) 
-25.6 


ven quarter and the level in the same quarter a year before. 


griculture, fishing and trapping, private 
rvices, The data breaking down employment by size of firm also exclude unclassified industries. 


500+ 
17.7 
20.9 ! 
34.3» 
42.0 | 
2.5 


(continued from page 4) 


the largest number of jobs gained at 37 257, followed by health care 
and social assistance at 34 095 jobs. In contrast, the greatest job 
declines were reported in management of companies and enterprises 
(-9.1 percent), utilities (-7.0 percent) and the information and cultural 
industries (-3.0 percent). The manufacturing sector experienced the 
largest number of jobs lost at 23 941, of which 70.9 percent (16 968 
jobs) were lost among small and medium-sized businesses. Other 
industries that experienced significant decreases in employment 
include accommodation and food services (15 054 jobs) and retail 


trade (13 935 jobs). 


The greatest number of jobs created by small businesses occurred in 
the construction sector (23 014 jobs), representing over 60 percent 
of job growth in that industry, followed by health care and social 
assistance (9755 jobs). Among medium-sized firms, significant job losses 
in manufacturing (10 060 jobs) and retail trade (7286 jobs) were 
only partially offset by job gains in health care and social assistance 
(5262 jobs) and finance and insurance (4465 jobs). Among large 
firms, the health care and social assistance sector reported the largest 
increase in employment at 19 077 jobs, whereas the accommodation 


and food services sector experienced a loss of 20 600 jobs. 


SELF-Employment 


According to the latest figures from Statistics Canada’s Labour Force 
Survey, the number of self-employed workers in Canada reached 
2.7 million in 2009, an annualized increase of 2.2 percent since 2001 
(Table 4). During the same period, the number of employed workers 
rose from 12.7 million to 14.1 million, an annual growth rate of 

1.4 percent. As growth in self-employment was higher than growth 
among employed workers, the share of self-employed in the total 
workforce increased from 15.2 percent in 2001 to 16.0 percent 


in 2009, 


Industries that saw the fastest annualized growth in self-employment 
from 2001 to 2009 were finance, insurance, real estate and leasing 
(5.6 percent) and construction (4.2 percent). Other industries 

that experienced at least 3.2 percent annualized growth in self- 
employment included professional, scientific and technical services: 


health care and social assistance; and information, culture and recreation. 


(continued on page 6) 
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HE REC ESSION AND 
Recovery on SME Employment 


With a total of 17 204 200 individuals employed, Canadian 
employment reached a peak in October 2008. This peak 
coincided with the beginning of the recession in Canada. 
Between October 2008 and June 2009, employment declined 
by 376 900 jobs; however, employment subsequently increased 
by 398 800 jobs between July 2009 and August 2010, revealing 
signs of economic recovery. 


While employment among small businesses recovered completely 
from the recession (net gain of 68 700 above the pre-recession 
peak, Figure 2), employment patterns for medium-sized and large 
businesses were more volatile, suggesting that these businesses 
were affected most by the recession. By August 2010, employment 
levels among medium-sized and large businesses remained 

lower than their pre-recession levels (17 700 and 90 000 fewer 
individuals employed respectively). 


The largest net employment gains among small businesses by 
industry occurred in the health care and social assistance sector, 
which experienced a gain of 129 600 jobs. In contrast, the 
manufacturing sector posted the largest net job losses among 
small businesses, with 241 600 jobs lost. 


Figure 2: Employment Levels 
by Firm Size 


RECESSION 


Index (October 


Dec.09 


March 08 


—O— Small Firms - -® - Medium-Sized Firms - -B- - Large Firms 


Source: Statistics Canada, Labour Force Survey. 
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The industry with the largest share of self-employed in Canada finance, insurance, real estate and leasing; and professional, 
in 2009 was professional, scientific and technical services scientific and technical services. The share of employed workers 
(15.6 percent), followed by construction (13.5 percent) and in these sectors also rose. In contrast, the share of employed 
trade (11.2 percent). The same three industries also had the workers in manufacturing fell from 16.8 percent in 2001 to 
greatest number of self-employed workers in 2001. Between 11.9 percent in 2009, while the share of the self-employed 
2001 and 2009, the three sectors that increased their share workforce in manufacturing also fell slightly, dropping from 
of the self-employed workforce the most were construction; 4.4 percent in 2001 to 3.7 percent in 2009. 
Table 4: Self-Employment in Canada, Share by Category of Worker and Industry, 2001 and 2009 
Employees Self-Employment* 
Newsberoe Sees Share of Share of Industry Number of Self- ee ae Share of Self- Share of Industry 
Employees Change Employed Workforce Employed Chaise Employed Workforce 
2001 2009 2001-2009 = 2001 +2009 2001 2009 2001 2009 2001-2009 2001 2009 2001 2009 
taduery (thousands) (percent) (ikowands) (Perce . 
Goods-Producing Sector 3166.8 3022.6 -0.6 25.0 214 83.8 80.9 613.1 713.8 1.9 26.9 26.4 162. 19 
Agriculture igs) 1182 0.1 0.9 0.8 36.3 36.9 205.8 202.3 -0.2 9.0 75 63.7 63.1 
Forestry, Fishing, Mining, 
Oil and Gas 234.8 2723 1.9 19 (19 84.2 86.1 441 43.9 0.1 1.9 1.6 15.8 13.9 
Utilities Toate 147 2.1 1.0» -1.0 100.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 
Construction 560.5 795.4 45 44 5.6 68.0 68.5 263.8 366.0 42 11.6 13.5 32.0 | 30 
Manufacturing 2129.9 1689.7 2.9 16.8 11.9 95.6 94.4 99.1 101.0 0.2 44 37 44 5.6 
Services-Producing Sector 9502.7. 11 124.6 2.0 75.0 78.6 85.1 848 1663.6 1987.9 2.3 731 73:6 149 152m 
Trade 2062.1 2337.9 1.6 16.3 16.5 87.3 88.6 301.2 301.9 0.0 ie 1h 12.7 lia 
Transportation and 
Warehousing 640.4 676.6 07 ba 48 825 82.5 135.4 143.7 0.7 5.9 5.3 175. ie 
Finance, Insurance, 
Real Estate and Leasing 748.9 901.5 23 5.9 64 85.4 82.0 127.8 197.6 5.6 5.6 Te 146 18.0 
Professional, Scientific and 
Technical Services ee TE 21 57) SS 67.2 65.0 324.0 420.4 3.3 14.8 15.6 32.8 350 
Management of Companies 
and Administrative and 
Other Support Services 403.2 492.1 2.5 B35 75.1 75.0 134.0 164.4 2.6 5.9 6.1 24.9 25.0) 
Educational Services 934.4 1134.8 25 74 8.0 95.2 95.1 Le RS 2.6 21 a 48 49 
Health Care and Social 
Assistance 13564 1717.8 3.0 107 124 88.1 87.9 183.9 237.2 3.2 8.1 8.8 1.9 1 
Information, Culture 
and Recreation 608.6 645.6 0.7 48 46 85.8 83.1 100.8 131.0 3.3 44 4.8 142 16.9) 
Accommodation and | 
Food Services 851.9 965.9 1.6 67 68 90.3 91.5 913 90.0 -0.2 4.0 3.3 97 8.5 | 
Other Services 448.8 544.6 2.4 35 3.8 673 69.1 218.0 243.7 1.4 9.6 9.0 32.7 309) 
Public Administration 785.4 926.5 2.1 62 65 100.0 100.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0! 


All Industries 12669.5 14 147.2 1.4 100.0 100.0 84.8 84.0 LINAS I! PRIA CIE DD 100.0 100.0 15.2 16.0, 
*Includes unpaid family workers. 


Source: Statistics Canada, Labour Force Survey, 2001 and 2009. 
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Foundation (CYBF) 


BUSINESS 
Financing 
High-Growth Firms 


Driving Youth Entrepreneurship in Canada 


Entrepreneurship is a powerful force that drives innovation, 
productivity, job creation and economic growth. At the same time, 
operating and owning a business can be a challenging endeavour, 
to job growth in Canada. Given their importance to the Canadian particularly for young entrepreneurs as they embark on their 

first venture and seek start-up financing. Recent research suggests 
that young entrepreneurs in Canada may have less access to 

crisis adversely affected access to financing among HGFs. As a result, financing due to factors such as the lack of a credit history 

and fewer years of management experience. 


While accounting for a small portion of total businesses, high- 


growth firms (HGFs)! contribute a disproportionately large share 
economy, there have been concerns that the recent global financial 


Industry Canada conducted a special credit condition survey targeting 
HGF to investigate the impact of the credit crisis on their financing The Canadian Youth Business Foundation (CYBF) is a national 
charity that seeks to address these challenges by investing in 
entrepreneurs 18—34 years of age to help them start and build 

: : : pa Sat a successful businesses in communities across Canada. Founded in 
In comparison with results from Statistics Canada’s 2007 Survey on 1996, the CYBF has supported more than 3300 young individuals, 
Financing of Small and Medium Enterprises, the 2009 survey revealed whose businesses have generated more than 16 600 jobs, $93 million 
in tax revenue, and hundreds of millions of dollars in sales and 
export revenue. 


activities in 2009. 


that fewer HGFs sought external financing in 2009 than in 2007 
(32 percent compared with 46 percent respectively) (Table 5). ; ch : : ; 
E : F : ; ; Headquartered in Toronto, the CYBF delivers its program in 
In particular, the demand for lease financing and trade credit by collaboration with other entrepreneurship organizations across the 
HGFs decreased significantly. Approval rates for HGFs also decreased country. To date, it has 157 partners reaching 1276 communities. 

The CYBF also has an established corps of 3152 volunteers 

who act as active mentors or participate on local loan review 

were approved (Table 5). Nonetheless, approval rates remained above committees. A long-time supporter of the CYBE, the Government 

of Canada has provided almost $38 million to the CYBE. The most 

: aus ie recent support was announced in Budget 2010, which provided 

access financing in spite of tightening of the lending market. an additional $10 million to support the CYBF until March 31, 2011. 
Unlike other groups that provide financing to young 


8 ee ae 
: ; kel entrepreneurs, the CYBF requires all of its successful loan 
Table 3} High-Growth Firms. Request and Approval recipients to be matched with an experienced business mentor for 


Rates (%) by G pe of Financing a period of two years. These mentors provide advice to help the 
: young entrepreneurs overcome problems as they arise. To date, 


in 2009 compared with 2007, when nearly all requests for financing 


90 percent in 2009, indicating that most HGEs were still able to 


meanest Hale ppproval Rate the CYBF’s business model has achieved a repayment rate of more 
Type of Financing 2007 2009 2007 2009 than 93 percent. 
Any Financing “6 ae 22 i From services and retail to clean technology and e-business, the 
Debt Financing 35 25 99 92 5 : ; , ‘ 
: CYBF is playing a vital role in advancing the prospects of young 
Leasing 28 4 95 — > AS _ 
Seay Financing ; ; Rs . entrepreneurs for the benefit of communities across Canada. 
Trade Credit 3 2 99 — ; r <4 
Sai ie For more information on the CYBE visit www.cybf.ca. 
Source: Statistics Canada, Survey on Financ ing of Small and Medium E nterprises, 2007; Industry 
Canada, Survey on Credit Condition, 2009 
* A request that received either full approval or partial approval was considered “approved.” Approval 
rates exclude applications that were still under review Or were withdraw n by applicants. 


a 


For more information on Statistics Canada’s Survey on Financing of 
Small and Medium Enterprises (2007) or Industry Canada’s Survey on 


Credit Condition (2009), visit www.sme-fd i.gc.ca/surveys. 


ration and Development (OECD) defines high-growth 


irms as those with average annualized growth (in revenue or employment greater than 20 percent 


year period, and at least 10 employees at the beginning of the growth period 
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RECENT Developments 


WORLD ECONOMIC FORUM: 
Global Competitiveness Report 2010-2011 


In September 2010, the World Economic Forum released 
the Global Competitiveness Report 2010-2011. The report 
provides an assessment of the competitiveness of national 
economies using a Global Competitiveness Index. The index 
consists of three sub-indices that measure each country’s 
“basic requirements,” “efficiency enhancers” and “innovation 
and sophistication factors.” Canada continues to be one of 
the top ten globally competitive economies, but its ranking 


fell to tenth from ninth in 2009. Switzerland remains on top 


of the list, followed by Sweden, Singapore, the United States 


and Germany. 


For more information on the Global Competitiveness Report or 
other publications of the World Economic Forum, visit 


www.weforum.org. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you would like to subscribe or modify the information in your 
previous subscription, please make your request at 

www. ic.gc.ca/SMEstatistics/subscription. If you have questions or 
comments about the content, please send them to the editor: 


Owen Jung 

Email: owen.jung@ic.gc.ca 

Small Business and Tourism Branch 

Industry Canada 

235 Queen Street 

Ottawa ON KIA 0H5 

Tel.: 613-998-2903 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 

Permission to Reproduce. Except as otherwise specifically noted, the information in this 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; that Industry Canada is 
identified as the source institution; and that the reproduction is not represented as an 


official version of the information reproduced, nor as having been made in affiliation with, 
or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: droitdauteur.copyright@tpsgc-pwegsc.gc.ca 
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APEC SME CRISIS MANAGEMENT 
CENTER and StatsAPEC 


The Asia-Pacific Economic Co-operation (APEC) SME Crisis 
Management Center (SCMC) is an initiative led by the 
Chinese Taipei (Taiwan) government in the aftermath of the 
global financial crisis. The SCMC’s goal is to monitor and 
analyze the possible impacts of emerging or existing economic 
crises on SMEs and to help them conduct early preparedness 
and response measures in a timely manner. The SCMC also 
publishes the APEC SME Economic Crisis Monitor, which 
includes regional reports as well as information on upcoming 


events and new publications. 


In addition, APEC launched its new statistics portal, StatsAPEC, 
in July 2010. Through this portal, APEC provides free access 
to trade, financial and socio-economic data pertaining to its 


21 members, including Canada. 


For more information on the SCMC or to subscribe to the 


APEC SME Economic Crisis Monitor, visit www.apecscmc.org. 


StatsAPEC can be accessed at http://statistics.apec.org. 


UPCOMING vent 


NATIONAL FRANCHISE & 
Business Opportunities Show 


The National Franchise & Business Opportunities Show is 

an opportunity for entrepreneurs to meet representatives from 
popular franchises and to learn about full-time and part- 

time franchise opportunities in their region. Show highlights 
include free daily seminars that offer legal, financing and 
business planning advice from industry experts. his event 
will take place in Toronto (January 8-9, 2011), Halifax 
(January 23-24, 2011), Saskatoon (February 12-13, 2011), 
London (March 19-20, 2011), Montréal (April 2-3, 201 1) 
and Vancouver (April 16-17, 2011). 


For more information on this event, visit 


www.franchiseshowinfo.com. 
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PERFORMANCE 
Trends 


The number of payroll employees increased by 0.7 percent 

in the third quarter of 2010 compared with the same period 
in 2009, corresponding to a net increase of 94 681 jobs. 
Small business' employment increased by 0.9 percent, while 
employment in medium-sized firms and large firms increased 
by 1.5 percent and 0.1 percent respectively. 


‘The number of jobs among micro-businesses (fewer than five 
employees) in Canada dropped by 3.6 percent. On the other 
hand, these job losses were more than offset by employment 
gains among small businesses with more than four employees. 
In particular, the number of jobs among small businesses with 
50 to 99 employees grew by 2.7 percent. 


The number of self-employed workers fell by 25 000 between 
the third quarter of 2009 and the third quarter of 2010, 
corresponding to an annual decrease of 0.9 percent. 


In 2007, only 7 percent of non-employer businesses (those 

with no employees) reported exporting activities, but the 

export propensity increased to 11 percent for businesses with 

5 to 19 employees, 23 percent for businesses with 20 to 99 

employees and 33 percent for businesses with 100 to 499 

employees. 

Exporters were almost twice as likely to request debt financing 

as non-exporters in 2007 (21 percent versus 12 percent 

| __ tespectively). Nevertheless, small and medium-sized enterprise 
__ exporters and non-exporters had similar rates of approved 


(‘Small businesses are defined as having fewer than 100 employees, 
medium-sized businesses having 100 to 499 employees and large 
_ businesses having 500 or more employees. 


C Publcand 
diiaud 


ANALYSIS OF REGULATORY 
COMPLIANCE COSTS: PART II 


Paperwork time burden, costs of paperwork 
compliance and paperwork simplification 


Business owners have long been concerned by the amount of government 
paperwork they have to complete.' The concern is that excessive paperwork 
unnecessarily steals time away from core value-added activities — producing 


and selling goods and services — and, ultimately, leads to higher operating costs. 


Mandated by the Government of Canada in 2005, Statistics Canada 

in partnership with Industry Canada created the Survey of Regulatory 
Compliance Costs. The goal of this survey is to collect information on 

the cost and nature of the paperwork burden imposed on small and medium- 
sized enterprises (SMEs) and to track changes in that burden over time. 
Survey results are intended to help policy-makers identify potential areas 
for reform and develop initiatives to streamline the quantity and complexity 


of paperwork requirements. 
Key Findings from the 2008 Survey 
Paperwork Time Burden 


SMEs were asked to estimate the amount of time spent by internal staff 
to prepare submissions for the 12 regulations covered in the survey. 
This included time spent 
to retrieve and review 
information, complete and 
submit forms, deal with 


follow-up, train staff to handle Job Creation 


SelfEmployment 
Exporting Small and MetliuggSized 


compliance activities, and meet 


and communicate with service ; 
Enterprises Spe 
professionals. 


(continued on page 2) 


(continued from page 1) 


Overall, SMEs spent approximately 10.4 million hours in 2008 
complying with the 12 regulations, corresponding to an 
average annual time burden of 18 hours per establishment. 
Between 2005 and 2008, the total and average paperwork 
time burden declined, with the total paperwork time burden 
decreasing by 8 percent and the average paperwork time 


burden decreasing by 15.4 percent. 


Average Time (hours) 
a 


Total Costs of Paperwork Compliance 


The total nominal cost of complying with the 12 regulations 
increased from $1.09 billion in 2005 to $1.17 billion in 2008, 
an increase of 7.3 percent (Figure 2); however, after adjusting 
for inflation and the net increase in the number of new 
businesses in operation, total real costs in 2008 decreased 


by approximately 2.8 percent from 2005 levels. 
Paperwork Simplification 


To identify areas that could provide SMEs with the greatest 
relief from the government paperwork burden, survey 
respondents were asked to identify what they would most like 
to see improved about each of the 12 regulations covered in the 
survey. For 11 of the 12 regulations, the majority of businesses 
reported that they were fine the way they were. However, at 
least a quarter of the businesses still felt that some type of 
paperwork simplification was necessary, such as fewer reporting 
requests, simplified claims/forms or improved methods of 


electronic filing. 


Atlantic Quebec British Columbia Canada Ontario Prairies 


lamaiill 2005 


Source: Statistics Canada, Survey of Regulatory Compliance Costs, 2005 and 2008. 


Furthermore, an analysis of the paperwork time burden by 
region revealed that the average amount of time spent by SMEs 
complying with the 12 regulations decreased in all regions, 
most notably in Ontario, British Columbia and the Atlantic 


provinces (Figure 1). 


Figure 1: Average Time Spent on Compliance per Establishment, 
by Region, 2005 and 2008 


ac 2008 


Figure 2: Total Compliance Costs 
(Nominal and Adjusted), 2005 and 2008 


1.18 
1.16 
1.14 
Le 
1.10 
1.08 
1.06 
1.04 
1.02 
1.00 


Total Costs ($ billions) 


0.98 . . 
Total Total Adjusted Total 
Nominal Costs Nominal Costs Real Costs 
2005 2008 2008 


Source: Industry Canada calculations; and Statistics Canada, Survey of 
Regulatory Compliance Costs, 2005 and 2008. 


(continued on page 
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(continued from page 2) 


The full report can be accessed on Industry Canada’s 


Paperwork Burden Reduction Initiative website at 


www.reducingpaperburden.gc.ca/Survey. 


' Government paperwork refers to claims, forms and submissions that businesses are 
required to fill out and submit, either on paper or electronically, to stay in compliance 
with government regulations. This includes income tax forms, sales tax submissions, 
payroll reports such as T4s and T4 summaries, employment-related information requests 
such as the Record of Employment, survey questionnaires, and workers’ compensation 
claims and forms. For this analysis, regulatory paperwork excludes routine ongoing record- 


keeping activities performed for day-to-day business operation. 


JOB Creation 


According to the latest release of Statistics Canada’s Survey 

_ of Employment, Payrolls and Hours, the number of payroll 
employees increased by 0.7 percent (94 681 jobs) in the 

third quarter of 2010 compared with the same period 

in 2009 (Table 1). This job increase followed a year-over-year 
employment gain of 0.2 percent (28 893 jobs) in the previous 
quarter (Q2 2010). By firm size, small business employment 
increased by 0.9 percent, while employment in medium-sized 
firms and large firms increased by 1.5 percent and 0.1 percent 
respectively. The contribution to the overall employment 
increase by small businesses was 56.9 percent, which is higher 
than their share of employment in the economy. Medium- 
sized and large firms contributed 34.5 percent and 8.6 percent, 


respectively, to the net increase in employment. 


Compared with the same quarter in 2009, the third quarter 
of 2010 saw small business employment increasing in every 
province and territory. Among the provinces, Newfoundland 
and Labrador posted the greatest percentage increase in small 
business employment at 2.8 percent, followed by Ontario 


at 1.3 percent. 


* Over 30 000 SMEs participated in the 2008 survey. The results were extrapolated to a 
target population of approximately 685 000 SMEs covering five sectors — manufacturing; 
retail trade; professional, scientific and technical services; accommodation and food services; 
and other services — representing approximately 30 percent of the 2.3 million businesses 


in Canada. 


While employment among small businesses grew overall, 

the number of jobs among micro-businesses (fewer than 

five employees) in Canada dropped by 3.6 percent, with 
Quebec posting the largest decrease among the provinces at 
5.3 percent. However, these job losses were more than offset 
by employment gains among small businesses with more than 
four employees. In particular, small businesses with 50 to 99 
employees posted the largest increase in employment among 
all business size categories explored, growing by 2.7 percent. 
Also noteworthy is the employment increase among small 
businesses with 5 to 19 employees (1.9 percent), contributing 


39.1 percent to the overall net increase in employment. 


(continued on page 4) 
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Table 1: Year-Over-Year Net Change’ in Payroll Employment by Province and Territory, 
3rd Quarter 2010 


Change % Contribution to Total Net Change (Number of Employees) 

Quarter % Jobs 04 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
Q3 2009 -2.5 -372 315 -4.4 20.7 14.7 19.2 50.1 14.7 14.3 29.0 20.9 
Q4 2009 -2.2 -325 721 4.3 9.7 eo 13.7 Bp 98) 10.7 30.6 34.3 
Q1 2010 -0.9 -128 249 -1.8 2.3 10.8 3) 20.5 19.4 18.1 375) 42.0 
Q2 2010 0.2 28 893 49.6 137, 25.2 34.5 123.0 5.9 -19.6 -25.6 2.5 
Q3 2010 0.7 94 681 -39.1 sy! 23.4 33.6 56.9 23.1 IES 34.5 8.6 
Province and Territory Growth Rates (%) 

Newfoundland and Labrador 5) 4 823 -3.5 5.0 2.0 6.0 28 -3.4 7.0 -4.4 a) 
Prince Edward Island We 1110 4.0 -0.2 -4.6 75 0.4 -1.6 51.5 9.6 0.8 
Nova Scotia 2.9 11 430 -3.7 Dis) -1.8 4.4 0.6 0.7 -10.3 -2.8 6.6 
New Brunswick 3.0 9 463 -2.2 0.2 0.0 4.6 0.6 4.0 OS 3.0 Del 
Quebec 0.5 15 580 -5.3 1.3 0.8 Sul 0.9 2.3 1.4 2.0 -0.5 
Ontario 0.6 34 169 -3.5 es) 2.8 2.4 1g) Wa 1.0 Le) -0.2 
Manitoba -0.2 -1 280 -2.9 0.9 gil -0.4 0.1 3.0 -3.5 1.1 -0.9 
Saskatchewan 0.6 2 467 -1.6 0.9 1.4 23, 0.2 5.5 0.2 0.0 -0.8 
Alberta 0.8 13 403 -2.6 Dif Oy 2.4 1.0 0.7 0.6 0.7 0.6 
British Columbia 0.1 27, -3.4 2.5 0.5 -0.6 0.2 -1.9 12.1 LD. -0.7 
Yukon’ 2 447 O72 Dell OT, 19.8 6.9 47 — — — 
Northwest Territories’ 2.8 749 0.8 -0.7 6.9 -2.3 He3} 5.2 — _— — 
Nunavut’ Bel 792 1.6 -0.4 NS 2? -0.2 5.0 35.1 — — = 
Canada Total 0.7 94 681 -3.6 1.9 1.4 Del 0.9 1.4 1.8 1 pey 0.1 


Note: Employment by firm size differs for th 
establishment size while SEPH, normally use 
will be counted as a small firm establishment in the LFS, but wil 


> Survey of Employment, Payrolls and Hours 
private household services, religious organizations and military 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2010. 


e two following surveys: Labour Force Survey 
din the Small Business Quarterly, allocates businesses by enterprises. For example, 


data exclude self-employed workers who are not on 
personnel of defence services. T 


’ Data for firms with 300 or more employees in Yukon, the Northwest Territories and Nunavut are suppressed 


| Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quart 


a payroll and employees in the 


| be counted as an enterprise in the SEPH (a medium-sized or large enterprise). 


(LES) and Survey of Employment, Payrolls and Hours (SEPH). LES allocates businesses by 


a firm, with less than 100 employees, within an enterprise 


er and the level in the same quarter a year before. 


due to confidentiality restrictions, but are included in the territorial totals. 


following industries: agriculture, fishing and trapping, 
he data breaking down employment by size of firm also exclude unclassified industries. 
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SELF-Employment 


According to Statistics Canada’s Labour Force Survey, the number 

of self-employed workers fell by 25 000 between the third quarter of 
2009 and the third quarter of 2010, corresponding to a decrease of 
0.9 percent (Table 2). In contrast, the number of employees increased 
by 2.7 percent over the same period from 14 275 000 to 14 665 000. 


By occupational group, the largest decrease in the number of self- 
employed workers occurred in sales and service, followed by primary 
industry! (43 000 and 21 000 fewer self-employed workers respectively). 
Other occupational groups that experienced a drop in self-employment 
over the same period include occupations unique to processing, 
manufacturing and utilities; and art, culture, recreation and sport 
(decreasing by 22.0 percent and 5.0 percent respectively). In contrast, 
occupational groups that experienced an increase in self-employment 
included natural and applied sciences (15.8 percent) and social science, 


education, government service and religion (14.9 percent). 


By type of self-employment, the number of incorporated and 
unincorporated self-employed workers did not fluctuate significantly. 
On the other hand, the number of incorporated self-employed workers 
without paid help increased by 3.6 percent, while the number of 
incorporated self-employed workers with paid help decreased by 
2.1 percent. For unincorporated self-employed workers, the reverse 
occurred with the number of unincorporated self-employed workers 
with paid help increasing by 2.6 percent, while the number of 
unincorporated self-employed workers without paid help decreased 


by 2.1 percent. 


In the third quarter of 2010, the occupational groups with the largest 
shares of self-employed individuals were management (19.7 percent); 
trades, transport and equipment operators (16.4 percent); and sales and 


service (15.4 percent). 


"Occupations in this broad category are primarily concerned with operating farms and supervising 
F gor) F ) £ g 


? 
! 


or doing farm work; operating fishing vessels and conducting specialized fishing work; and carrying 


Out supervisory and production work in oil and gas production and forestry and logging. 
F ) F gas P ) sing 


(continued on page 6) 
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Small and Medium-Sized Enterprises 


Using the 2007 results of Statistics Canada’s Survey on Financing 
of Small and Medium Enterprises, Industry Canada analyzed the 
exporting and financing activities of Canadian SMEs. In 2007, 
participation in the global market was low among SMEs, with 
only 9 percent exporting goods or services. However, survey 
results revealed that export propensity (percentage of firms that 
export) varied considerably by firm size (Figure 3). Only 7 percent 
of non-employer businesses (those with no employees) reported 
exporting activities, but export propensity increased to 11 percent 
for businesses with 5 to 19 employees, 23 percent for businesses 
with 20 to 99 employees and 33 percent for businesses with 100 
to 499 employees. 


Figure 3: Export Propensity 
by Business Size, 2007 
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Seals) 20-99 100-499 All SMEs 
Number of Employees 
Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2007. 


While the likelihood of exporting increased with business size, 
export intensity (percentage of revenues derived from exports) 
did not follow the same pattern. As shown in Figure 4, export 
intensity among SMEs that exported was similar across all size 
groups, excluding non-employer businesses, with an overall 
average of 47 percent. In particular, exporters with 1 to 4 employees 
had an average export intensity of 49 percent. These results 
indicate that SMEs can be actively engaged in exporting activities 
regardless of business size. 


(continued on page 7) 
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Occupational Group 


Business, finance and 
administration 


Health 
Management 
Natural and applied sciences 


Art, culture, recreation 
and sport 


Social science, education, 
government service and religion 


Primary industry 
Sales and service 


Trades, transport and 
equipment operators 


Occupations unique to 
processing, manufacturing 
and utilities 


Total, all occupational 


groups 


Employees 

Q3 Q3 Percentage 

2009 2010 Change 
(Thousands) 

2770 2 804 ee 
928 979 55 

1 008 1014 0.6 
1051 1 100 47 
359 377 4.9 

1 296 1 342 3.5 
331 349 53D) 

3 688 3 763 2.0 

2 090 255 Sul 
753 783 3y9) 


14 275 


14 665 


Qf, 


Source: Statistics Canada, Labour Force Survey, 2009 and 2010. 


Table 2: Self-Employed Workers and Employees by Occupational Group, 


Third Quarter for 2009 and 2010 


2010 
Share 


(%) 


yah 


6.7 


6.9 


Thee} 


52 


Self-Employed 
Q3 Q3 Percentage 
2009 2010 Change 
(Thousands) 
302 305 Ge? 
137 143 4.1 
532 534 (8) 5) 
145 168 15.8 
211 201 -5.0 
171 196 14.9 
289 268 7A 
462 419 -9,3 
447 447 0.1 
48 38 = -22.0 


100 2743 


2718 -0.9 


Incorporated Unincorporated 


Without Paid Without Paid 
With Paid Help Help With Paid Help Help 
2010 Q3 Q3 Q3 Q3 Q3 Q3 Q3 Q3 
Share 2009 2010 2009 2010 2009 2010 2009 2010 
(%) (Thousands) 
bey 6l 60 WB) 72 20 20 142 146 
52 40 37 18 22 23 24 56 60 
19.7 260 231 80 76 56 67 135 161 
6.2 28 32 52 68 a 7 58 61 
7A 13 12 36 35 6 9 157 145 
Nee 15 23 15 24 19 21 123 128 
G9) 46 51 48 44 31 25 154 142 
15.4 58 60 62 59) 31 32 306 265 
16.4 94 97 93 98 43 38 215 213 
1.4 17 15 10 6 4 3 17 12 


100 631 618 486 503 239 245 1 363 1 334 


CANADIAN ENTREPRENEURSHIP 
Status 2010 


Rising Entrepreneurship across Canada 


The Business Development Bank of Canada (BDC) released a 


report in September 2010 entitled Canadian Entrepreneurship 


Status 2010. Prepared by the Fondation de lentrepreneurship 


in collaboration with Léger Marketing, the report revealed that 


between 2009 and 2010 entrepreneurial intentions and active 


ventures increased across the country. Part of this national 


trend was attributed to the economic crisis as the regions most 


affected by the recent recession (i.e., Western Canada and 


Ontario) were also the regions that experienced the largest 


increase in entrepreneurial activity. 


The report used four indicators that represent the entrepreneuria 
process: entrepreneurial intention, venture (or business creation) 
efforts, business ownership and business closures. The percentagt 
of the Canadian population that intended to create a new 
business or take over an existing business increased from 

7.0 percent in 2009 to 11.2 percent in 2010 (Table 3). The 
percentages associated with business creation efforts and 
business ownership also increased, but the incidence of 


business closures grew as well. 


(continued on page 
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Small and Medium-Sized Enterprises 


Regionally, Alberta — British Columbia led the country in entrepreneurial 


activity in 2010. Individuals in this region were most likely to declare Figure zs Average Export Intensity 
intentions to start a business (16.9 percent), be actively involved in by Business Size, 2007 


creating a business (6.1 percent) and own a business (13.2 percent). 
49% 


oR ge ; 


Table 3: Population (%) Involved in 
the Entrepreneurial Process by Region 


Alta.— Man.— Atlantic 
Canada Canada B.C. Sask. Ont. Que. Provinces 


46% 46% 46% 


Derived from Exports 


2009 2010 


Average Percentage of Revenues 


Entrepreneurial Intention Ld 639") Os5 ib 6.9 8.8 
y 3 


a1; 20-99 100-499 All SMEs 


Venture (business creation) Efforts 3.2 4.6 6.1 385) 48 3.6 3.1 
Business Ownership 8.7 105 13:2" 125 11.4 5.1 7.4 Number of Employees 
Business Closures 5.4 6.7 8.5 7.9 Get) 5.5) 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 


= : toss - > # . . 4 g = KS Aay icoce. DONT. 
Source: Fondation de l’entrepreneurship, Canadian Entrepreneurship Status 2010, July 2010. Financing of Small and Medium Enterprises, 2007. 


Note: Information for non-employer firms (no employees) is not available 
due to confidentiality. 


The report revealed that for 44.4 percent of those who intended to 
As shown in Table 4, SME exporters were more likely to seek 
external financing than non-exporters in 2007 (27 percent versus 
17 percent respectively). The most common type of financing 

of those with start-up intentions indicated that they wanted to start sought by both exporters and non-exporters was debt financing; 
however, the percentage of exporters (21 percent) that sought debt 
financing was almost double that of non-exporters (12 percent). 
Nevertheless, SME exporters and non-exporters had similar rates 
of approved financing, suggesting that exporters did not face any 
were more likely to focus on growth, whereas older entrepreneurs unique challenges in terms of access to financing in 2007. 


start a business, the main reason behind their intentions was to take 


advantage of a business opportunity. In sharp contrast, only 7.7 percent 


a business because they had no other choice. 


The report also revealed that young entrepreneurs (18-34 years of age) 


Were more interested in innovation. In 2010, 71.2 percent of young 


_ entrepreneurs indicated that they wanted to grow their businesses 


compared with 53.2 percent of owners 55 years of age and over. Table 4: Request and Approval Rates (%) 
Conversely, only 26.3 percent of young entrepreneurs envisaged by Type of Financing, 2007 


investing in i ation ith 41.6 percent of owners 
investing in innovation compared with Pp mae nea 


55 years of age and over. sae wae 


Exporters Exporters Exporters Exporters 


A company’s size also affected entrepreneurial attitudes and behaviour 
“ Any External 


_as the desire to grow a company increased with the number of Financing 2 97 96 


employees. In 2010, 85.9 percent of entrepreneurs with more than Debt 93 


Source: SME Financing Data Initiative, Statistics Canada, Survey on 
Financing of Small and Medium Enterprises, 2007. 
G1.7 percent of entrepreneurs with | to 3 employees. * These rates exclude applications that were still under review or withdrawn. 


_ 10 employees wanted to grow their business compared with only 


To read the full report, go to 


/ www.bdc.ca/EN/about/sme_research/Pages/default.aspx. 


Additional information on Canadian exports by business size, 
industry and destination can be found in the upcoming special 
edition of Key Small Business Statistics, which will be available in 


etme 
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RECENT Developments 


WORLD BANK AND IFC: 
Doing Business 201 1: Making 
a Difference for Entrepreneurs 


In November 2010, the World Bank and the International 
Finance Corporation (IFC) published the eighth annual report 
Doing Business 2011: Making a Difference for Entrepreneurs. 
The report provides quantitative measures of various aspects 

of starting, financing and operating a business from economic 
and legal perspectives. The latest edition pioneers a new 
measure to show how much business regulation has changed 
in 174 economies since 2005. Canada currently ranks seventh 


among 183 countries on the ease of doing business. 


To read the full report, visit www.doingbusiness.org. 


Small Business Quarterly 
Small Business and Tourism Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 
The SBQ is published by the Small Business and Tourism Branch of 
Industry Canada. 


If you would like to subscribe or modify the information in your 


previous subscription, please make your request at 
www. ic.gc.ca/SMEstatistics/subscription. If you have questions or 
comments about the content, please send them to the editor: 


Owen Jung 

Email: owen.jung@ic.gc.ca 

Small Business and Tourism Branch 

Industry Canada 

235 Queen Street 

Ottawa ON KIA 0H5 

Tel.: 613-998-2903 

Fax: 613-946-1035 

Website: www.ic.gc.ca/sbresearch 

Permission to Reproduce. Except as otherwise specifically noted, the information in this 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; that Industry Canada is 
identified as the source institution; and that the reproduction is not represented as an 


an ; ys ; z Sea ee 5 
official version of the information reproduced, nor as having been made in affiliation with, 
or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: droitdauteur.copyright@tpsgc-pwegsc.gc.ca 


Cat. No. C12-18/12-4 
ISSN 1205-9099 
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OECD: High-Growth Enterprises: 
What Governments Can Do to Make 
a Difference 


Released in November 2010, the Organisation for Economic 
Co-operation and Development’s (OECD) Centre for 
Entrepreneurship, SMEs and Local Development released the 
report High-Growth Enterprises: What Governments Can Do to 
Make a Difference. Presenting reports from 15 countries, this 
report provides insights into the operations of and challenges 
faced by high-growth enterprises, including a policy survey of 
340 programs in 24 countries that have been put in place to 
support the growth of enterprises. The report also includes a 


chapter on financing innovative firms in Canada. 


The full report is available for purchase at www.oecd.org. 


UPCOMING vent 


ACE: Regional and National Expositions 


Advancing Canadian Entrepreneurship (ACE) is holding 
its annual regional and national expositions in spring 
2011. Bringing together industry, educational and student 
leaders from across Canada, these expositions will feature 


competitions involving student teams and entrepreneurs. 


These events will take place in Halifax (March 10-11, 2011), 
Calgary (March 13-14, 2011) and Toronto (March 17-18, 
2011, and May 9-11, 2011). 


For more information on the ACE expositions, visit 


WWW.aceexpos.Ca. 


MIX 


Paper from 
responsible sources 


FSC FSC* C103458 


Small Business Quarterly — Vol. 12, No. 4, February 20 


[10 4atsaaf % ‘TI Jo, — astadasiqua agniad VY] ANS JLAISAUALAT UTJOTING 


Vy809 


8SPE0LD «OSA 


s8e|qesuodses seosnos 
@p nssj sej\deg 


6606-SOZI NSSI 
SLXIW 


¥-TL/81-TID 3 OP oN 


“JUSUIO1UDSUOD UOS 92A¥ NO EpKULD aEIsNpuy 

IAB UONLIOQR]JOS ud o1ey 919 JUeAe aIdod JUN sUTWOD TU aTJaIDYJO WoIsI9A JUN 

swurod Ju d91Uas9Id 110s JU UONONpordar e] anb 19 aoINOs sUISTULSIO DUTUIQS 

pUUONUDUT 110s epeueD s1Isnpuy Nb ‘ounpordos uoNeULIOJUL | op xpnandexd | 
JOIMSSE P UYL 399IOX2 Os JJquuuostes aouasIIp oun Nb naimod “epeue 
d1snpuy_p uorssturiod sine sues 19 stesy sues Gos 39 anb uakouwr onbyenb se 

q9 aed Ua No 3n0O} ua “SuNnpordai ang ined uONedI{qnd 91199 suep anuaIUOD 

wOHeULIOFUT | ‘reNUOS UONLoIpUr p suloul y ‘UoRoNpordas ap uoHesLOINyY 


‘QUoULa|NAS ste[sue Ud) ESOdXIDEMMM US J] ZIPNsUES “{DypP 


suomtsodxo say Ins syusweusIasuar so}dure snd op mtus1qo og 


SAS IOYIAT/ET IST MMM : G2/X\ 21S 

SEOI-9FG6-€19 ? maidosy[ay, 

€067-866-€19 : >uoyd|aT, 

CHO VIX (OleIuUC_) eMrngd 

uaaNC) aNd ‘GETZ 

epeuey asnpuy 

auIsTIno} np io asiidanua aimed x] ap syesgua3 UONDANG 
B98 Osun UoMo : JIINO> 

Sun{ uMEO 


“(TLOT FW TT ne 6 Np 9 [ [OZ sreur QT 
19 /] S2]) OIUOIOT & 19 (T [OT seW FT 19 CT S2]) AreSye7) i 
“(TLOZ sreUd [] 19 OT Sey) XepPeEY & Noy Wore siusUTsUgAd $97) 


‘sinouaidanuo sop & 19 slueipnig p sadinb9 sap e 
JUPSSOIPE S SINOIUOD sap eiasTURSIO YY ‘sked np suroo anenb 
sop 1SWOUBIOSUD | op Jo UNURIpNisa ‘arnsnpur nay np apy 


2P sJoy> sap quessrungi nb ‘suontsodxa sao ap sxped 2] sueq : INdepar ne 
sed oFTey uo ZoT[INIA ‘nuo1Uuod 2] JUPUTOIUOD SoITeJUSUTWUOD sop no 
suonsanb sop ZOAL SNOA I¢ ‘TusuouTOge/Ay\qsonbns 21S [ED D8 Ol MMM 


assoIpe | & SPULLUAP IIIA SoUey “MoTI91ue JUSWIAUUOGe 
dT1OA AP UONCUIIOJUT | JaYIPour no rauUOge A snOA zoIVeYNOs sNoA Ig 


‘L107 sdwaurd ne soyenuur sopeuoneu jo sapeuors1 suontsodxa 


sos eIPUIN (FOV) drysmousidanuy uerpeues Surueapy 


‘epeues) ne asiidanus amod ey] ap mmaides np 

aqueogy soueuroyiod ey ap nSzode un auuop amy & aploey uoneoryqnd oned 
“epeue. asnpuy,.p ouistno} np ro asiidanuos oimoed ey ap apesgUS 
uonoamnq ey red otjqnd aso astdaugua aqujad vy Ans jataqsauliay unayNg I] 


| SAVUOLIVU Ja SavUOLBAL SuoLISOdXT 3 AY 


AlUAL VP ALIAILOV 


aurstno} np 32 astsdamue a3n0d ev] ap eTeI9Ua3 UONDATIG 
asttda.squa aqijad V] ANS Jatw4sauiiay UnZayNG 


Bn aDIAD AMA 


‘SIO SpoO MMM ‘QUaTATNas sTe[sUe Ud) SIOSSSUISNGsUIOp MMM 


assorpe | & ersoaur yoddes ay 9129 Pp a]qissod 4s J] Us 3] Zoynsuos ‘qersarur y0ddezs ay am] Nog 


“Epeue”) ne soJuUeAOUUT sastidanue p JUSUTIDUeUYy 2] Ins anideyp “sore fye sop Otley 2p DUIef P| 


| 
! 


un qusuraje32 puarduros 110ddei aq ‘sastidanua sap s.uessto19 
ey roAndde p uye shed 77 suep aoryd uo stu soumuumesZ01d CFE 
ims onbr8aies algnbua aun sazne aiue aanon A UG “I2A2]AI 
1UDAIOP SaTja nb sygp sap 19 2uRssTOID 91I0j & sastidamnua sap 
quauauUONSUOJ Np ndiode un suuop 110dder a9 ‘sked ¢] ap 
snpuoai saiduroo sap luejuaszig ‘asuasaffig, v ayvyy 01 og UPD 
SIUIUMUAINOD IDYN ‘sastAduaquT gino1y-ga1pFy 2,N NUT \odde1 
ay aitqnd & (qq DO) senbruroues9 yuawiaddoyaagp ap 2 
uoneiadoos ap uonestuesi¢Q | op [ero] wuaweddojaagp 2] 39 


AWd So] ermMosusidanue | mod 311U97) 2] “OL07Z oIQuisAoUu uy 


aauasaffig, v 
ayVIAY 01 OG] UV) SJUaMULANOL WY 
ssastAdsayqugy YINosL)-Ys1F] : ADO 


ap asa mb a9 inod shed ¢gy red Suri ,/ ne ySWeTanIoe 
asse]d as epeueD aT “CQOT sIndap sarusou0d? F/T] SURP aNToAD & 
a[eo1ouTUIOD UO UIW]3I | TUIWTUTOD JomUOW Inod aInsouw 
afJeanou oun sroj srgrwasd ey anod asin woddes s31usep a] 
‘anbiprinf 19 anbrurouos9 ana ap qutod un Pp ‘astidanuea aun p 
uoneoydxa | ap 19 JUsWa.URUY Np ‘aseireWgp np sidadse 
s1aarp nod saneimuenb ammsaur aun wuimoj yoddes a] 
‘sunauasdasqug sof aruasaffiq v dulavyy : [OE ssauisng su1oq 
ynanur yanuue yo0dder ,g a] g1qnd quo (JS) efeuoneussqul 


o1gIoueUuy 2191ID0$ 1 | a) oyerpuoul onburg Pe] “OLOT oIQUIsAoU uy 


sunauaddadqug 40f asuasaffig v 
DUIAVDINT “TIO ssauisng su10g 
* 14S La JIVIGNOW 3INONVE 


SIUIJIOA SINAIWANAAR 


% DUST] Us JOULOGE snoA Za]]INIA ‘uoneorqnd ey IoAa0e7 Nog 
"1107 sdwaiuud ne gijqnd esas inb ‘saszadaqua sap quawmaoupuy 
ay ans sanbussiq4s saqVd1IUpA] SOP MUA & jeoads oxguinu 2] suep 

uoleunsep P| 39 aIsNpul | <gsi1damud J ap aye B] Woes souUsTpeULd 
suonviodxa sa] ins sjustwaUsIasuer sajdure snjd op eoanon ud, 


*so9a1I01 919 
yuo inb sayjao No apap] F 20D IUETeAD nb sopuetuap sa] 1UaN}IXe XN) Se) , 
“LOOT ‘sastadaiua sauuadoul qa saqijad sap quauaoupuy a Ans aanbug epeued 
onbnsieis ‘sastidanus sop jusurasueUy a] Ins ayoraysea4 ap auUeIBOI J : 99.IN0S 


Se SSS 
£6 06 (al qunidwuig 


96 L6 EN dUIdIxXa 


JuaWasuUeUY NOT 


sinaqeyiodxa sinajes0dxq 
-UON 


opueulsp op xney 


smoyeiiodxa = sina}eysodxq 
-uoN] 


,uoneqoidde p xney, 


LOOT quauasuvuy 
ap adi aj uosas (%) uounvgoddy p 


4a Ipuvuap Ip XNVDIT - NVI1GU], 


*/QOZ U2 JoUTEOURUY Ne $209" | 9p aiideyp ne sjauuojdaoxe 
sauayqord sap 22av sosiid xne 319 sed quo u sinaieis0dxo sj aonb 
yosuad ¥ suuop mb 20 GuawreoueUy np uoneqordde | ap 389 inb 29 
mod saiie]fuis xne} sap Nusigo sujowuLgU IUO soosv1Jodxa 
uou 19 ssome0dxe AW $2T (% TI) sinereas0dxe-uou sop In]e> 
anb 2aa}9 snyd sjoy xnop anbsard 11e19 juniduia sed yuaursoueuy 
un 9pueusep uo inb (% [Z) smoieqo0dxa p a3euooinod 93] 
‘sjojomnoy suniduis sed yusweouEUY 9] 1119 simoqe1J0dxa-uou $93] 19 
sinaie1odxa soy red 9ypsayooy JANOS snjd 9] 1uoursoueuy ap adAa 2] 
(quouraansadsar ‘o% {| ¥ uoddes sed 04 /Z) sed auarerzodxe u inb say[29 
anb 2uiaixe JuaWe.uRUY UN JepueUep ap s2]qudaosns snjd qwuerei9 
soorne1s0dxe AW $2] ‘LOOT UP “y NvaTqe} NE OA a] UO SUTTON) 


‘a]qruodsp sed 3s2,u 24oydura sues 
sastidaaua So] anod UOTNeUTOFUT | ‘suyenuspyuosd 2p suosted sop INO + DION 
‘L007 ‘sastadadqua sauuakout qa saqujad Sop quauaoupuyf a ANS asanbug “epeue’) 


anbrsneis “AWd sop JuoWaDUeUY 9 ANS dU dyed 2p. JUTLULISOI] : eenialely 


soXfojdura p a1quio 
Wad | “P AqQUION, 
$2] sono] 


66F-001 66-07 6I-S y-1 


suonvzi0dxa sap 919 


69H 69H IF 


soireyye p oayrye np uafou a3vjyus0Inog 


09 


LODE asiedasaua] ap ayyyre 7] Uojas 
uonmsodxa] ap auualoul ayisuaquy : UNL] 


s9914qp440dxa 


sasiudajjua.s 
pi 


(¢ add vy ap a4ins) 


cae: 


T10z 4a140af Fo TI 79” — astadasqua atijad V] ANS Jatdasaudsg Ulaz]NG 


a 


‘xdstould SPpIya1/SssEq ud sySrsysar/sodord E/Ty/PD OP MAM 


SUS d] ZaNsuOd ‘fe1s9IUI yoddes 9] ast] nog 


‘sgfoydura ¢ 19 | aU juede sinquaidanus sop 

om L19 Juawaynas ¥ JUSWIOANeIedUIOD ‘gs11da1Ua INI] SWOID dITey 

quarejnoa spdojduua (QT eP snjd yueiduro0s sinousidanua sep % 6'C8 
‘OL0Z Ug ‘spkojdwa p aiqurou 9] J9Av auousne astidanue | 91019 

a1ey 9p gUOTOA eT onbsind ‘xnermousidanua usura11odwi0s 


2] 19 sopninie S93] Ins juourayes2 ongul astidanue | op oT[res eT 


‘snd no sue ¢¢ ap 

someigiidosd sap % 9° Th & Hoddes zed ‘uoneaouut | suep IASPAUT P 
yusteaSestaud smnauaidanue sounal sap % €°9Z WEUTI[Ns “ONUOS Ted 
‘snyd no sue ¢¢ ap spse soneiotidoid sap % Z7‘€¢ & quowaanered wos 


‘gstidanua Ind] BIO dITe} TTOTNOA gnbiput 3uo smousidanue sounal sop 


snjd srnouaidanua so] anb spur ‘astidanue mo] ap soUKsstord eT INS 
yug008 | BIA ap sayqudaosns snjd quaurapesguas IuaTel? (Sue P¢ 12 


g] enua) simauaidanus sounol $2] anb 9]9aaz WUsuaTeBD & yoddei a7 


“xtoyo arane p sed quarear u sjinb sored astidasua oun Joreu2p 
rornoa snbrpuy 10 xno anus P % L‘/ WsUa|Nes “o1ITO Ie] ‘someye Pp 
worseos0 un Pp Jaayord ap e319 astidanue oun Jour] ep VOUT | 


queke suas sap % Hh op Jnow yediourd 9] anb ajpagi v aoddes aT 


“OL0T 229M! “‘OLOT varpouns putnauandadgua UPALOc] ‘drysimauaidanua | 7p worepuo, + 291NEg 


iaaS OE Gey) GL S8 ES) ys sosyidasqua p sms 
VL Sy UT yee EXE Vol L°8 asuidaxua p pigiidoig 
Le 9E ST oe ‘9 oF TE asiidanua p UONRIID sp sYdIVUl9C] 
gg Gomme Sie ECs aii WA sipuaidanue p uous] 
0107 6007 
anbnuepy| 90 WO AVS “dO epeuURD epeuRD 
ap S2DUTAOIg ya ‘ury, 19 “qIV 


U01S24 V] Uojas IvIAnauasdasqua snssav01d ND 


quvdiuyavd (9%) uouvindo : € nvaquys 


"(% T€]) astidanua oun p someratidoid ang p 19 (% 19) astdanue 
dun p UONeID eT RB JUSMIOATION rodionied ap ‘(% 6°91) estidanue 
aun 129UR] 9p UONUAIUT | ATOAR p sayqndaosns snyjd say wuarerg UOT82 
91399 suep quaatA Inb suarpeued sr] ‘eynauasdanue surstureudp NF 
1so mb a9 nod suor8az sane xne wo0ddes red 9 [QZ ua saonbiewst 


JUOS OS anbruuriig-o1gqurojor) P| ae) PMOQTV | ‘gPeUOTS9I aT[P4P? | Ay 


(9 abvd vy ap azims 


% TIL OLOT UA “VOHPAOUUT | red sgssospqur odeuearp Iwate? sose | 


110 4attagf pe ‘ZT 19, — astadaaqua atntad mf Ans jatassauutag unayng 


(Z a3vd 7 v agins) 
‘Telunsuaidanus suistueuAp np assney 
‘sastidanua p SonIoUIIj a110j snyjd ey 2Arasqo quo Inb sayjao issne yuaTeI9 (OLRIUGC | 12 
ap aquiou Np sWIgUI ap Iso Ud JI sreUT ‘a]UaWUSNe Issne 1u0 UdIPEULD ISONQC J) UOISsad91 93UAd9I FT Jed sagyono) snjd soy 
astidanua p 9i91dord ry ¥ 19 sastidanus p uolessd ap si0 Ho suolsgi say onbsind ‘onbrurouosg asrs9 ey & afqenqrare arsed ua 
c . . 
xne sp1d0ssv saseyusoinod szq ‘smaypre Jeg *(€ neayqed) QLOZ Ua qeqg speuONeU adUepUAl 331079 ‘shed ne inoqed d1UdUIsNe 1u0 
% TI & GOOT UP % O'Z ap assed aso astidarnua sun arpuardas sastidanud p UONeZI9 ap saysseU9p soy 19 (astidanua oun s290uR| 
ap no astidamua ayjaanou oun 319919 ap UOUIUT | Weave nb ap ‘p-k-'d) srpusidanud p suonuaiut $2] ‘Q1 OZ 39 GOT 22Ue,nb 
auuatpeues uonendod ey ap a8e1uasnod oJ ‘sastrdanua p gnuouw ve woddes 3] “Sunayreyy 19897] 2aav UONeIOGRTIOO UD 
ainjauay 19 astidasque p 919tidoud ‘sastidanus p uoness9 ap drysnsuaidanua | ap uonepuo, ey red gred91g ‘QI QZ uaipyuvs 
soypprewip ‘orpusidanue p uonueiur : permouardanua snssao01d [vrdnauasdadqua qpaqdog 9nyNUI oddes un —[ QZ aAquiaidas 
9] duaiuaszidai mb srnarestpur anenb 9gsrynn ev asoddes aT ud atyqnd & (dqg) epeued np iuswaddojaaap ap onbueg eT 
DPVUDS) np I1QUuUaISUA. ] SUDP ISSHDY VD] D qp1Anauasdasqug 
. 0 [ 6 C e 
TWIANANaAadadsaLNA LIVALAYOd 
“OL0Z 9 G00 ‘2eH0v uonvndod y ans agnbug “epeued onbnsneag : 91N0G 
yee | CORT ShT 6€T €0S 98h 819 1€9 OOr 60- i a a OOT 1G, Soo FL SLT sa]jouuorssayosd 
$9110391e9 say $930} “[eIOT, 
€1 iI € 6 9 ol 1 Al val oc 8 8 es oe esL ec anbijqnd ayn p seopaias 19 
UONPITIGEJ “UONPUIIOJSURIT 
€I7 SIZ 8¢ €y 86 £6 46 46 yOL 10 Lyy Loh LY1 VE SsizZ 0607 pipet Paes 
qa wodsuen ‘sionayy 
S97 90€ rag 1€ 6S a) 09 8s rSl €6 6lb cP Lt 0% €9L€ BB9E REL SRAEI CEI 
4a ysl St 1€ vy 8P Is oF 6°6 Vi 896° 1686 as SS GWE 1€€ orpeutad ate199¢ 
871 al IZ 61 ¥C SI €C SI Git 6yl 961 ILI T6 CEN Gre cer uorsyax 32 anbryqnd 
uoneIsTUTUIpeE IUaMIaUBIAsUa 
‘saTeIo0s SIDUIIDS 
Bsa LSI 6 9 SE 9€ al €I HL 0's loc LIZ Me oy LLE 6SE suisio] 39 suuods ‘oinayno ‘sary 
19 8s £ £ 89 zs a3 sz 9 ssi 89S SL Ly OOll “ISO sopnbyjdde 


J9 SoT[eIMIeU SIDUTID§ 


ero Sel £9 96 9L 08 1€Z 097 LOL SO bes TES 69 90 bIOL 8001 uonset) 


09 9S $7 €T tZ sl LE OF ws ‘py eh LE £9 iss 6L6 876 PMA )9 Fe] IER EIS 


mal tl 0z 0z tL tL 09 19 CAL Gl coe ZOE V‘6l TI F087 OLLZ uonensturuIpe 
19 soueuy “SOIre YY 


(ssoryyrun) (%) (%) (ssonyr) (%) (%) (ssoyypu) apjauuorssayord ars0391e—, 


o10z 6002 0107 6007 O10Z «6007 O10z 6007 O10Z UP vONeLA OIOZ 6007 OL0T UF YONA O10ZT 6007 
| €L €L €L €L €L €L €L €L uonsodosg €L €L uonsodosg €L €L 
it 


9919 UNWDI apIgunWwt a9I9UN UDI apdgUNUIDI syuepuedgpul SIMI][TEACIT spkojdury 


apre sueg apre sueg apre day 


apre saay 


3291908 ua agniNsuod asuidanug 


OL0E 8 12 GOOT AP P4SAULIAI IULQISLOAI 
‘qnauuorssafod araosaqv9 vy) Uojas Dpouvy nv sahojdiua Ja sJuBpUuadapUl sAnapIVAYLT : [ NVAIQUT 


9391908 Ud 299NINsUOD UO) 


(¢ advd vy] ap aqins) 


(Z abvd v B 241NS) 


“oyred ang] 
qos anb ayjenb ‘saarioe sgoune1sodxa sap ang usaned AW S> 
anb sasuad ev yUaUUOP sIPI[NSPI SOT) °% GY PP uone1o0dxe | op 
auuafour susuazuy oun Juareyouye spAojduys F 19 | aNUe queiduros 
smoieiso0dxo say uowrgstogud snjq °% LY oP ajeqoys suuadour 
aun Jaav ‘gAojdusa sues sastidamua sap worsnpoxe | & ‘oT]!e} IN| 
aqzodunt nad ‘saoyneiodxo qq $9] S2n01 snod osyep wuts 31e39 
uoneiodxa | op pusuarur | ‘pansy ey B 1}OA 9] UO SUTUTO) 
“gourpuay aurgt P| sed ans ou (suonvisodxe sap 241) somreye Pp 
aupryp np edequsoinod) uone1sodxa | ap susuaiuy | ‘astidanu | op 
a]iea B] Deav oquoursne sarsodxa p 2apiqeqord ey anb tesa 39 [1.S 


“LOOT ‘sastedauqua sauuadoue ga sayuiad sap quauaouvul, a Ans ajanbug “epeurd 
anbnsneis “qd sap uaweourUY 2 Ins sy>194yoe1 ap SUIUILISOIg : 99INOS 
spkoydura p arquion] 
IWd 
saysano, 66-001 66-07 61-S 


saoineys0dxe sostidaxju2p a8vuD0INOg 


% EF 


LOOT astadadqua] ap aw YY 
uojas wo1y140gxa ] V uomsuadod] : ¢ adnoL] 


‘sakojdura 667 319 OOT 

anu 1ueiduroo sayjao inod % €¢ & 39 GG 19 OT AUP jueiduros us 
saqjoo nod o% ¢7 8 ‘spAojdure 6] 19 ¢ anu queiduros sastidomus 
say nod o% [| & a9ssed asa uone1odxs | e uorsuadod ey stew 
<yore1odxo p spuanoe p 3819 11ej UO Ao] dur unoNe queviduwi0s ou 
sastidanue sap % J UsWIAINIg *(¢ 91N3y) astdoxue | op a]]!23 P| PP 
UOTIOUOJ UD USWII|qQVIPPIsUOD IeI TEA (ssouaeisodxa sastidanu2 p 


a8viuaomod) uoneisodxa | e uolsusdoad e| ‘ajgnbua | ap sivqynsar . 


$9] UOJRS ‘sTOJaINOT, “S2d1AJOs sop NO sunpoid sop 1ueqo0dxo sa]]2 
INUI P % 6 JUSWIEINas ‘a]qQIej eI [eIPUOU gYoIeUT Ne AI Sep 
uonedionied xy ‘Z007 U_ ‘souUaIpeULs Ad Sep JuswWeoURUY ep 
39 uONeIOdxa P SpA sq JosATeue Inod ‘epeurd anbnsneis 
red agsiyeai ‘sastadasqua sauuadou ta saanad sap quawuaoupuy aj ans 
aanbuz | 7p LOOT oP sea[nsza say syn v epeueD sAsNpUy 


$9914qv1L00xA 


sosidaajus 


FTOE datsaal Fe CL Ja — astadadqua ammad Vy) ANS J2tAISOUI Ulan 


(9 a3vd vv aqins) 


*DIQNSIIOF uone1oydxo | e Sol XNBABII 

sop a) 2e3 2p qo ajonod 2p uononpoid ez] e Sol] XneAel) sop 1oNIDI}j9-P 19 LO] [19 AINS 2p aonb sure 
‘aypod 2p sastjeroads XNPAPII sop OTR y 2p 12 ayped 3p neo1eq un p pioq e toyyre ACI) op ‘SUIJ oun p 
uonrioydxo | e Sot}ot XNPABII sop orley 2p no Jay]IoAins 2p 19 SOUIIIJ sop Jonojdxa p yuswiayediourd 


quodnos0 s d}jouuorssajord a110391e9 apuris 92195 suep uorssajoid dun 1uUPdIax9 souuosiod So I I 


(% FCT) SOOIAIOS So] Jo QIUSA PT 19 $(% FO) 
atiouTyoRur ey 19 WOdsuEN 2I ‘sIOTIZUT S23 +(% /‘6[) UoNses e] JUaTRIg 
suepuedapul simayrears op uonsodoid apuris snyjd ey ueiduros 


sa]fauuorssajord sa1108919 $2] ‘OLOT AP AASSWIN sWIsTON NY 


04 [7 op JossTeq s1quIOU Ima] NA WO epIZUNUIDT opye SUES ATs 
anb stpuri % 9° 9p JoyUSUISNe dIQUIOU INI] NA UO 9919UNUI Sple 
dace xnao : WNpord sas asIOAuT | ‘919908 Us agniAsuOS UCU astidanua 
aun quede syuepuadapur simaypreaen soy INO *% T*T 2P Tessteq 
JIQUIOU ANZ] NA UO 99IZUNUWIZI SpTe IIAe sanZoyouroy smoy enb srpura | 
‘o% OE ap plusuISNe & aZIQUNUIDI aple SUBS 7191908 Ue d9anIsuod 
asridanus oun quede syuepuadapul sinay[fear.n ap a1qurou 9] ‘s1oJoIN0} | 
‘gyfreaap snyjd neaaru un y ‘9nIony dnooneaq sed vu 9191908 ud 
senisuoo uoU astidasus oun quede xnad dP 19 9IV!OOS UD 99NITISUOD 


asuidanua oun quede syuepuadapur smoyfieaen ap a1quiou aT 


‘(% 6H]) WoIsyas eT 19 onbyqnd uonensturUpe | ‘uotaUBIAsUd J 
‘sgje1oos saouats say anb rsure “(% 8°GT) ssanbrydde 19 soypornaeu 
sgdUdTNS $3] WOS UOTssoIs0Id aun NuUOD v uepuadapur preaen 2] NO 
sa110891¥9 So] ‘B1UOD Vg *QUWIAATIDadsar ‘% ()°¢ 19 % °C °P assTeq) 
sIIsto] XNe 19 siods xnv ‘onjjnd v] B ‘sie xne nb rsure ‘onbyqnd 
STAN Pp sado1asas xnv 39 VONLITIqey LT Y UONPUIOFSUEN ET K soidoid 
saq10891¥d so] SUOMUONUEUT ‘oportiod suIQUE PT 9p SIMOD Ne 28801391 

ev JUepuddapuT [reaen 2] NO sa]JouUOrssazord sayJOBgIvd Sa1INP $9 
meg *(WuUaweANdedsas ‘sutow op sjuepuadgpur sinaq[rear-n 000 12 
12 000 ¢F) azewrd mmaisas Np STAINS ‘sad]AJas SOP 19 91UPA P] OP 
sIN9I99$ Sd] SULP IPIISTSIIUA 919 & suepuodapul sanay[rears of 


aiquiou np ‘gJouUOTssazord 31108919 red ‘assteq a110j snd e9 


‘000 $99 FI & 000 SLZ FI 

juessed ‘oporad swigw ke] ap sINOd Ne % /°7 AP NADIE IS9$ SPHLTES 2} 
JIquIOU af ‘a1UOS Jeg *(Z NEITIE2) % G60 eP essteq 9UN IOS ‘OLOT FI 
yULPUOdsaIIOD ANSON I] 19 GOOT OP FASS SWUQISION J] 2NU YOO ae) 
gnurutp v sjuepuadapur simayfreaen ap s1qurou 9] “epeurc) anbnsnex 


2p PA14 ID uonnjndod V7] ANS ajanbuz | op SoIPIyo SIOTUIOp So] uoya 


suvpuadapui 
TIWAWG 


1107 2440af ‘TT 19 — astadasgua agnad yy ans jatugsautia unayng 


‘safoutiay ne juvisoddes as xnvi03 sa] suep sasnpouT JUOS sayfa sreUT 
‘uyjenuapyUod ap tonos sed saptutiddns aos navunyy Ne 19 IsaNQ-PION Np sertoazay, sa] suep ‘uoyng ne snjd no spAojdura Egg iuaidusos nb sastidanus xnv iuess0ddes as SaQUUOP SIT , 


‘sapijisse]o uou sastidamus say snjd uou sed yuauuaidus0s 

é au sasiidanua sap a][!e2 ve] Uojas ojduia | 1Ue[AUEA sapuUOP s2T ‘asUa}P op SameI[IUI sad1Asos 19 XNaISya1 sauustUeBIO ‘sparid sadevugu ap sod1AJas ‘odeva8aId 19 ayped ‘amapnouse 

: salURAINS satasnpur sap spAojduuya sa] 19 a1yeyes ap sed yuaysno} ou inb srurpuadgpur smaypreaen soy luan]xe pyvan4y ap sasnay sap ta uoviaUNUaL Dy ‘o)diuay ins nanbug J ap saguUOp soy - 
‘nuapacqid a9uue | xp uepuodsais09 ansotwI np 1ojdwoa p neaatu 2] 19 QUUOP ansowTN uN v 1o]dwa,p Naaru 3] aU 2UD19 HIP e] e pucdsaisoo g19UNWIDI rojdwia| ap slow Z] Ins uoNeIeA LT , 

| ‘(estidanqua apurs3 oun no auusdour ay[Ie1 ap astadanua aun) EYAY,| 2p soeuUOp say suep astidanua aun aud a19pIsuod 
vias sreul “Wqq | Suep Iuauass![qri9 iad uN aUTWOD 919pIsuOd esas astidasua uN suep s2ko[duie QQ] 2p sulour aidusos mb auswrosstjqeay un ‘Isury “WusuUaHsedde spt ayjanbey e astidanuo | 
UOJas s1UDWAss!|quie Sa] Wasedas ‘astudaiua asizad H] AMS jaraisaulld UNIAN 2] SULP d9ST]HN JUSWIE;eIZUZS ‘EYAA,| nb spur yusurassijqeap | ap afrea ve] Uopas sastidanua say wseda1 yqAT 
“(HAA) 17424 ap sainay sa] 1a uouvigunuas vy ‘1ojdula) ins argnbug | ap no (Y¥qq) 2an1av uoyyndod w Ans nanbug | ap u8e.s [nb uojpes asayip astudanua | ap ayjrea ve] Woyas rojdusa-] : 20N 


“OLOT a1quiaidas Yuvan ap sainay sa] 1a UorMigunUa. Mm ‘1ojdiua] Ans agnbug “epeued onbasners : 210g 


10 cS ST vT 60 Lie vT GT oe 189 46 L0 1 ALN No) 2 2 Ly 
| — = = IS¢ (ss TO" TSI y0- 91 COL [eye amavuny 
| = = =F GS erik Oe 69 ZO; 80 6bL 87 EVcoR Og: ON OVI 

= = == LY 69 Sol L’6 HG Ge LyY TT LRU 

L0- 6'1 ca 6I- 20 9°0- S‘0 CT ye- LTS I LO anbruueiig-21quiojod 

90 £0 9°0 £0 OT YC £0 iG NE €0F €1 80 ABels I Nis 

8‘0- 00 (av) cs 20 €T Vaal 60 Oils LOY T 9°0 SE STE ISES 

60- IT Sis og 10 v0 1 60 6 O87 I- COs Eq ouMEyNy 

T0- isis Ol Lt €T VT 87 61 C‘€e- 69L HE 9°0 OMA) 

S‘0- 0T aa €T 60 r¢ 80 al else 08S SI S‘0 22q9N0) 

US Og a0) OF 90 oF 00 (ai) COG £9y 6 ore oo SUM BESS DON 

a9) 8C- €01- £0 90 VY Sole ST oe O€y II 67 CERO ESI EMI 

80 96 SSS 9A FO CL Oye TO" OF OIL T Za [PARI] ee eee leat] 2) Il 

OE $Y OL ee 8T 0'9 07 (ES ce- C8 VY ST HOPES ea PAS ENIEIN pee) 

(%) 9UvSSIOID ap xney 9ITOVUIII] NO IIUIAOILT 

98 SHE ei [ee 695 OCS VEC L'6€ EGE [89 46 £0 O10? EL 

ST MS te 9'61> 6S- O°€1 ore OLE [axel 9°64 £68 87 70 O10 TL 

OCF SLE st vol $0e £6 s‘Ol HG Sis 6VT 8TI- 6°0- O10 TL 

EVE JOE LOI 66L IGE REM oul L6 ey EOS Css Gia 6007 FL 

6:07 06F ev LY1 10s TOL LY1 L07 yy SIE GAe = °C 6007 €.L 

+005 667-001 66F-00€ 667-00I 66-0 66-0 64-07 61-S ¥0 sojduag % Sa soal ay 

(sphojdura p arquiou) a7e10} UONeIIeA eT & UONNGIIUOD LY AP % uonere, 


OLOT AY AsISIWIA IULGISION 
‘Qd10I144A 9] Ja aIUIAOAd V] UOIAS ‘, g4gUNUZA 10]ULA] AY ;SIOUL ZT] ANS UOLIYIANA : | NvAIQUVI, 


(¢ abnd v7) ap aqins) 


~ei, 


GAA 


(p advd vy] Basins) 


‘stodura p arqurou np auau 9ye10I assney F] oP % L'GE 9P 
ajqesuodsar 189 (% 6‘) SPHETeS GT 29 ¢ enue queiduroo sastidanus 
sommed say suep tojdurs J ap uorssoisoid ey anb Joiou ap qusurayes9 
JUSTAUOD I] °% LZ Os ‘stoydwa p arqurou Np assnevy oOj 
snjd ey aristsorue U0 sphojdura 66 19 OG A119 quede sastidamus 
sained say ‘sastidanuo sap ajffei ey] Uopas UONLTNUPA P| saide p 
quawuasioaid snjgq ‘s94ojdure anenb ap snjd queiduroo sastidanus 
saad say suep sroydwia p sures sap sed sagsuaduu0s JUDUTAIE| 
319 10 sjojdura p sariad sao ‘stofainoy, *(% €'S) ssoutaold s3] 
somo ap assteq ax104 syd ey vURYOYFE 9qend a] “epeuL- ne 
% O°€ ap ginoar & (splIeyes burs ap suyour yuaiduros mb sayja9) 
sastidanud-o1otur saj suep stoydura p a1qurou 2] ‘quousne We 


sastidanua sainad say suep rojdwa | ‘oyquiasua | suep anb ualg 


s10j7 dua p NOILWIAD 


“epeULD NE SPIAIOV SMA] JURSIOXO XNP{OTOUTUTOD siudUassT}qei2 Pp 

SUONT[IU ¢°7 SOP UOITAUA Y% (IE queqUasziday 19 — S2d1AI9S SAAINV 19 SUONPANEISAT PP S291AIIS 
19 luataSioqay ‘sanbruysar 19 sanbynusps ‘sjauuoIssayord sad{Asas ‘[Fe1PP IP 24209 
suoneoiiqey — snares bun v jueuoiedde qd 000 $89 wortAus P 2]q19 uonejndod aun e 


spjodenxa 919 1U0 s7eI][NS91 Soy 19 “8007 2p aignbue | e odionsed 1u0 FWd 000 Og ap SN]d z 


‘Sjonbug [eo 38 orrosserodedarmM por MMM & EpeUue) ssNpuUy P 
atrosseioded vy ap neaprey np yusuEsaTTe_p 2aTeNTU] J Op 


2\ UIs a] SUP gaTNsUOD 2119 nad jersaiut wioddes aq 


110g 4a14aaf F ol TI JA — astadaigua agtjad V] ANS [atAtsauiiay Usgay]ng 
’ 
4 


_* 
¥ 
‘ 


(% €1) ONRIUO J PP IAMS “(% $°Z) 

uorssoisoid apuvss snyd ey aystye & sastidanua sained say 
suep 1ojdura | onb 1operqe’]-19-oanaN HAL, & 389.9 ‘ssoutaoid 
$9] Tue *SeTJOIUIIA1 sa] sno 19 ssoutAoid say sonoi suep 
assoisoid v sastidanua sainad sap uras ne 1ojduia J ‘0107 2P 


yuepuodsass09 aTIS2WLN 2] 19 GOT PP HISSLUTD SWQIS}ON 2] anuy 


-quauTaatnoadsar M% 9°8 19 % CHE B WeAI|P S rojdura | ap 
suou uoneiuewsne J e sastidasue sapuvis sop 19 ssuuadour 
sap UOANGIIUOS eT “aTWIOUOD | SULP yuajuasaidar sayfa nb 
rojdura J op red ey & mariadns asa mb 29 ‘% 6°9¢ ¥ eAI2S 


jerpuas ue yojduia | & sastidanue sained sap UoRNqINUOD BT, 
‘sostidanua sapues3 soy SUP % [‘0 2p 29 sastidamua souuafour 
sa] SUP % C‘] ap ‘sastidenue saiiad say sueP % 6‘ EP NID9B 
ys. ‘astidanua J ap area ey UOTas ‘srojdura p a1quiou JT 
‘(O10Z ap ansou suIgEXNep) yuopaogid ansourin ne 91s189r09 
(stoydurs €68 8Z) % TO ap slow ZI Ans sjojdura p ures un & 
aims ey srordure p a1quiou np assney 299+ *(T neajqei) O10T 
ap qurpuodsass09 a1AssUWT 2] 19 GOT FP aHASSULT OTUQISTON 
a] aqua (stopdua [89 76) % Z‘0 >P aiusw3ne & soreyes 

ap aiquou a] ‘epeued onbrisieig ap j7vavas ap sadnay $a] 42 


uoupssunuad vp 10)diua7 ans yanbug 2121UIap 31N0} P| UOTI 
240g Dero UA, GROUT AOE lea: 


‘asuidanua | ap auuarpnonb uopeiojdxo | ino 
AW $2] ed saydurosse sarat] ap onua2 op SPANIEL S| sed yuauusidwios ou saaness|urup 


soutpew0y say “apnap aiuasaid x] ap sulosag say Mog “Aen NP suSpIov Sap WOHes!UUSPul 
ads pas ae : | iL P } Pe K 


sadfe[Nw10j 12 sapuewiep sap anb ysure ‘qenbua p saureuuonsanb sap ‘ojdtwep A224 « 
aururos rojdwia y ¥ Sagi] UONeUNIOJUT p soepueLap sap ‘sa1eUTWOs p |, $3] 19 YL. sa] QUITO 
aed ap szioddei sap ‘o1u9A ap axa P| Ins suioddes sop IQdurt_p sorre[NUIOJ Sop JUSUULULIO) 
Bes |] ‘apequatuousaAno08 uoneruaws]394 PI B JawosUoD as anod ‘onbyuos99]9 a1OA Te 

no szarded ans ‘amiaussuen ap 12 ayduuar ap anuad 3s2 astidanua | anb squawumsop sorane = 


SOITE[NULIOJ ‘SOPULLUP SP] auBisaq] — (SoAMeIISTUTLUpR spiPeUIO] NO sadudd1xa) auassesadeg 


‘onbruosda]9 UOHeIePyp ap sopoyi9w sop UONeIO![PU 
dun a10dua no ‘sayduns snjd syuauMd0p sap No sapueulo 
sap ‘syioddei ap sopueuiop op SuTOU sazine onus quaeyne 
sastidamud sad) “dITPSSI99U DIQAL S uoneoyrdurs sureie 


gun nb yno} g13yeur yuasn/ sayfa enue P qrenb 9] surow t 
{ 


(¢ advd vy ap agin 


é 


T10C 42t4aaf Fe TI 9A — astadaiqua aynad py Ans parassautty unayng 


(¢ avd vy v agins) 


“ROOT 2° SOOT ‘WorMIUauapio4 DY] Y g11tUdofuo) Ua astiu DY] ap InO>D af 
Ans ayanbugq “epeurd onbrsneig 30 <(sjnoje>) epeues a1asnpuy : 201n0g 


8007 8007 600Z 
pisnfe [e103 yeq02 [eurwou ~—-yej0} euTWTOU 
[992 NOD moy mop 
860 
00'T g 
COT 8 
yor & 
901 § 
80'I EB. 
OT A 
Gales 
oO 
yrT oe 
haa E 
Si = 


800 9 SOOT (vAsnlo Ja joUNUOU) 
PIIULLO{UOI YY Ap 10104 IMOD : Z adndLJ 


"8007 39 S00T ‘wormsuauapog4 YY giULsofuor Ua asi Y] ap 1N09 a] Ans aanbug ‘epeueD anbnisnvas : 29:n0S 


‘sjanb sja3 Jomawoap yuaanad syuswia]sar Z| sop |] anb awuaumsa 
sastidanua sap 91170few ey 1S ‘“aagnbua | red sagsta sarreyuawa|3ar 
s20UdBIXO Z| Sop ouNSvYD op pre39] & UONLIOTUIL OUN ITOA 
snjd 3] 1uaTeeYNos spt insides Janb suep sonbypur_p s1uepuodaz 
xne 9pueulop ev UO “qq Se] Inod saanenstururpe spiypeUsOy 


sa] snyd 2] armMpes quaterMod smaisas sjanb sJourua1ap Imo0g 
sarypusof sap uorvoyndurs 


“SCOOT Op xneaatu 
xne 110ddei sed 0% g°7 UOMAUD Pp sNUTUTIP & BOYZ UA [e102 


[991 INOS 2] “syATOv Ud sastidasUd say]JaAnou ap a1quiou np 
anosu UONeIUsWIZNe | 19 UONLBUr | op siaya soy aaduros ua 
std s10ae saide ‘stoyainoy *(Z amy) 0% ¢/ ap uoMeyUSUIsNe oun 
HOS “BOOT US preNU /T*T & SOOT UP sIeT[Op ap prel]I GOT 
ap uessed “gQQz 19 CQOT aNUe glUsUINe v sarTelUsWIa]BaI 


saouasIxd TZ] XNe 9UUWIOJUOS KJ Op [eI0I ;eUTUTOU INOD aT 


saatpasstumupD sayvULso sap qoadsad Mp 10401 1n0F 


800¢ bail 


epeurs) 


S007 


SoLTelg onbruueiig anbnuepy | op 


SODUTAOL 


sop SODUTAOI O1reqUuc) 


saqand 


“21qUIOJOD 


800€ #7 SO0E 


‘(qT amy) onbnuepy ] op seouraosd say suep 19 
anbruuriig-s1quiojor ua ‘oreiuG ue JUSUWaJaT{NONed snyd 39 
‘SUOISDI S2] $91NO} sUEP dssTeq B SITeIUDWII{B9I sadUasIXa TZ] xne 

JowJoyUOd as nod qyyg xne suuadkow uo anvy [nb sduwiayi ap 


pinuenb ey] aonb ayaagz uorser sed asAyeur oun ‘sinaqypre eg 


‘% HC] op ‘uakour sduray a] 19 0% g Op gssteq k oLJosseioded 
RB] & Q1DesUOD Je101 sduzay ay anbsind ‘gQQz 39 CQOT aBUe 


phuruip sTOJoIno} e uddour 19 ye103 JHesTurupe neopsef oT] 


‘UO1B2L BI UOjas 
quawassyguia 4nd aq1usofuos v1 p a4avsuon uahoul sdulay : [ a4nbLT 


0c 


WY 
(somey) uekour sduray 


ST 


0¢ 


‘juduasst]qeis red sanoy gy] ep uedow Jonuue neapiej un 10s 
‘soITeJUIWII]}B9I SAMUIBIXA ZT] XNV IOVIIOFUOS ds & QOQT UP seINdy Pp 


suonpiu #9] onbyanb gisesuos uo qi $2] ‘ayquiesua | sueq 


‘I9IWUONUAI SI] 19 SIOIAIOS $99 UBINSse sjouUOTssayord 

say D0Av JoNbIUNUTUIOD Id ‘9IWIOJUOD F] & SdANe]AI SSMANIIE 

sop onnbor s ji nb anod Jouuosiad ay sourIOF “TAs 9] Jomnsse 
‘JaAOAUD Sd] ‘SaITe|NUIIOY soy U[dusar “UoNeUIOJUT | JouTUTeXd 19 
aireraxo anod stnbar sdura 2] wenpout pac ‘oareuuonsonb 2] suep 


sognbipul sore uawa[ag1 soouasIxa Z] XN¥ JOUIOJUOD ds op uYE 


( 28nd vy ap aqins) 


(z add 1 V aqiNs) 


A sidsiytio at 
ee syuaunsop $2] Jaredgid nod 
saaiiei10dx5 


adéxus sottusdowr 19 somiag suraiuy puuOsiad meq sed smbar 


sdurai ap ganuenb ey Jonyea9 p 


ANd xne gpuewiep & UC 


epusdopul [rearsy 


auassvuadyd yy anod srnbaa sdiuay 


8007 2p a1gnbua] 
ap syeqnsar xnedpurlsg 


“SOATIIISTUTLUPR S2OUdBIX sap 91UIXa]urOd ke] 19 aanuenb Py 

JOSTPEUOTILI & JULSIA SOATLIIUT SP JOIOGE]? P 19 SOWOJ9I SOP rasodde p uyge 
‘sauigiqoid sa] DoUEpTAP Ud aII9UT ¥ SINIPIOPP SP] JOpre WsTeASP aignbua | ap 
sqeypnsai sa] *sdurai np [gy Ne neapsey 29 op VOFNJOA? | F1ATNS 9p 19 (AWd) 
sastidonus ssuuadour 19 sayied xne ssodumt azassvioded ve] ap neopsey Np 
dINIVU PJ 39 INOD Jj IMs saguUOP sop I]J!oNIaI & JUSWIDUIOANOS 9] Jopre p 

Iq I] suLp UoyYJUaMUapda4 D] V MIULAO{UOI Ud ASIUL V] ap 109 a] Ans ajanbug | 
paid ims stur v ‘epeued sfasnpuy 9eAe yeureusied ua “epeurd onbnsneis 


TeIgpay JUSWIUIZANOS Np spueUEp 9uN ¥ a1INs IOUTOP imod ‘¢goz Uq 


‘uonenoydxa p simoo sap assney oun red ympes as neaprey 29 ‘saduroo np 
Mog NY ‘SIdIAJas ap uoneisoid ey no sumpoid ap a1uaa ke] 19 UONWOLIGey 
P] DUTUTOD saTeIUSUWUepUO} soinofe Mayea & SPWANOV sap ¥ JoID"sSUOd nd 
quoreine syinb ‘xnorooid sduia} un p aatid say neapsey PINOy don un ‘xno4 
sma] Y’ ydua & uo syI, nb saanesstuTupe souypeULIO} op ¢ simuenb P| 


red sadnooogid yuasip as astidaiue p saneiotidoid soy ‘sdurai suo] sindaq 


saqyjvUsof $a ap uo1qvILf{1] dusts 
19 SAQ1IDAISIULULPD saqjvULsof sap qoadsas np 
qno ‘aisasspsadvd DV] anod sinbas sduay 


I aILUWd > NOILVLNIW31934 V1 V 
JLIWAOINOD W130 LNOD Nd ASATIVNV 


ssnjd no Q0¢ ‘sapursd sa] 19 “6GF 3° OOT 249 
juaidwoo us suuedour ayjrer op sostidaxue $3] ‘sakojduia OOT 
ap suyour yua}dusoo mb sayjao 2u0s sastidanua sayned so , 


eee ae ee ee 
uoursoueuy np uoneqordde p sasreyruys xv sop 
Juateuargo saorsye10dxa WOU 19 saorme310dxe sastidasue 
souuakow 39 sayizad say ‘surourureyy *Quouraanoedsar 

“om ZI & woddes sed % TZ) LOOT ¥? s1ma}v110dx9-u0Uu 

sj anb qunsdus sed yuowoouvuy uN Jopueutop 2p 


sajqudeosns snyjd sroy xnap anbsasd quare39 sraye1s10dxa say 


‘sphojdura 66F 39 ONT 2U2 yuv}durod sayfa 

mod 0% €¢€ & 39 66 39 OZ 243U2 Jed UIOD UD s2q]29 anod 
o% €Z & ‘sphojdwis 6] 39 ¢ axUa JULIdUIOD sastadaiua $2] 
imod 0% [| & assed uonei0dxa J & uorsuodosd ey sreur 
cuonei0dxa p sez1Aoe p 3¥I9 Jey JUO 24odusa unone 
yur}duroo ou sastidasjua sop % / yuowyNes */007 UA 
*% 60 ep FJenuue 

assreq aun ¥ puodsarsoo mb a9 “QT 0Z oP yuepuodsass09 
aNISIUIN 2] 32 GOT oP ISSUE SUIQISION I] 25742 OO SZ 
ap snurunrp v syuepuadapur ssnaqpieaes3 ap exqurou aT 
"% LZ ap Nsd08 

359.5 sokopdure 66 32 QS aNIUe JULIdUTOD sastidasyua 
sayned say sup syoydwoe p erquiou 92] guowesiogid snjg 
‘soqaeyes onenb ap snyjd yuv3duros sastidaxnua sayned say 
suep stojduse.p sures sop red sagsuaduros yuauI 33] 

339 Wo stojdura,p sazsed sao Suepueday *% 9°¢ ap 
pssteq & epeuey ne (sprees burs ap suyour yua}duw09 mb 


sa]]20) sestadaxyue-OsSTUI Say] sup srojdurs p a1quiou aT 


squswaAnoodsas % 10 

2P 19 % SI ap gssordoud v JI ‘sastida3jua sapuris S23] 

yo sguuadour say suep aonb ssoye % 6‘ PP NAW 382, 
sastidamua sayned say suep rojdura,q ‘syoydusa 189 46 
ap e}J0u assney oun & puodsassoo mb a9 “% Z‘0 2p 
pjuawSne v sptEpes ap aiquiou 2] “OTOZ °P yuepuodsass09 


JNISOUITT 9] 329 GOOT AP H2ISIUITAI DUIQISION af aU 
SPIT, P ua 
SJGNVU9 


LLOZ YSIMASS ‘V oN ‘TL AWNIOA 
VTuns Talulsawidl 


1SidddvINA SP Ladwouw 


FWdlel4jsawis3/es° 36°51 MMM 


ee) 


epeuey epeued 
Aysnpuj; 9eysnpu| Bae 


. 


Bo. Industry Industrie 
ad | Canada Canada 


CAL 
ee Sal: eFa) 
-S53 


www.ic.gc.ca/SMEquarterly 


SMALLE 


VOLUME 13, No. 1, MAY 2011 


PERFORMANCE 


The number of payroll employees increased by 1.1 percent 
(158 964 jobs) in the fourth quarter of 2010 compared with 
the fourth quarter of 2009. This was the third consecutive 
quarterly increase in national payroll employment. 


The year-over-year contribution to job growth by small 
businesses’ was only 13.6 percent, while the contribution 
by medium-sized firms was 31.9 percent. Large firms 
contributed 54.4 percent to job growth. 


m 8 §©The number of business insolvencies has steadily decreased 
a from 12 246 in 2001 to 5226 in 2010, corresponding to 
| an annual average decline of 9.0 percent. Contrary to 
expectations, the recent recession did not trigger a surge 
in business insolvencies in Canada as the number of 


insolvencies continued to fall on an annual basis. 


\ In 2009, United States received 66 percent of the total 
_ yalue of exports produced by small businesses, decreasing 

from 75 percent in 2008. Other major export destinations 

for Canadian small businesses in 2009 included the 

_ European Union (8 percent), Japan (4.8 percent), China 
_ (4.6 percent) and South Korea (2 percent). 

| Small businesses contributed at least half of all Canadian 

5 exports sent to India, Egypt, Turkey, South Korea and 

; an in 2009. 

tal number of self-employed workers increased 

700 between 2008 and 2010, corresponding to 

e of 1.8 percent. 


businesses are defined as having fewer than 100 employees, 
ized businesses having 100 to 499 employees and large 
having 500 or more employees. 


Trends 


businesses in tourism 


Canadit 


QUARTERLY 


FINANCING ACTIVITIES OF SMALL 
AND MEDIUM-SIZED ENTERPRISES 


in Lourism Industries 


Contributing 2 percent of Canada’s gross domestic product and accounting 
for 3.8 percent of national employment, tourism plays an increasingly 
important role in the Canadian economy. Small and medium-sized enterprises 
(SMEs) are of critical importance to tourism in Canada, accounting for 
99 percent of businesses in the industry. Although there has been substantial 
research on SMEs in tourism, information on access to financing for these 


businesses is limited. 


Given the importance of financing to the success and growth of a business, 
Industry Canada is producing the forthcoming report Small Business 
Financing Profiles: SMEs in Tourism Industries, which analyzes the financing 
activities of SMEs in tourism industries and assesses whether this group of 
SMEs faces unique financing obstacles. Using 2004 and 2007 data from 
Statistics Canada’s Survey on Financing of Small and Medium Enterprises, 
this report provides an overview of the business characteristics and recent 
financing activities of SMEs in tourism industries in comparison with SMEs 


in non-tourism industries.! 


The report reveals that compared with businesses in non-tourism industries, 


De 


Contents 


~~ 


industries were typically 
younger and more growth 


oriented, but they were also 
Job Creation 


less likely than SMEs in non- 
Ae: ; Top Destinations of Small Business # 

tourism industries to have roy ? py 

s 2 Exporters ae 8 

sufficient financing to fund Brae 3 
Self-Employment 

their expansion plans. on ' ’ 
Business Insolvencies 


- 


Recent Development / Upcoming Events 


(continued on page 2) 


(continued from page 1) 


In 2007, in comparison with SMEs in non-tourism industries, 
SMEs in tourism industries were less likely to request external 
financing (15 percent versus 18 percent) and were less likely 


to have their requests approved (93 percent versus 96 percent) 


Type of Financing 


Any External Financing 
Debt Financing 
Lease Financing 
Equity Financing 


Trade Credit 


In 2004 and 2007, the average amount of debt financing 
approved for SMEs in tourism industries was smaller than 
that approved for SMEs in non-tourism industries (Table 2). 
To take into account the variability in the amount of debt 
financing requested by SMEs, the ratio of the aggregated 
amount of debt approved to the aggregated amount of debt 


requested was calculated for the tourism and non-tourism 


Type of Debt Financing 
Average Long-Term Approved 
Average Short-Term Approved 
Average Total Debt Approved 
Approved/Requested Total Debt 


*2004 amounts exclude extreme outliers. 


Request Rate 
Approval Rate 
Request Rate 
Approval Rate 
Request Rate 
Approval Rate 
Request Rate 
Approval Rate 
Request Rate 


Approval Rate } 
ee? eee i 


Table 2: Approved Debt Financing Amounts 


(Table 1). Specifically, in 2007 SMEs in tourism industries 
were less likely to seek debt financing, lease financing and trade 
credit and were less likely to be approved for debt financing and 


government loans and grants than their non-tourism counterpathy 


pie! 


Table 1: Financing Request and Approval Rates* 


2004 2007 
Tourism Non-Tourism Tourism Non-Tourism 
(%) (%) (%) (%) 
23 24 15 18 a 
87 91 93 96 H 
19 19 10 13 
81 88 91 94 
2 3 4 2 ; 
97 96 93 93 
0.5 1 1 1 
70 44 72: 70 
9 12 8 9 


95 89 100 


Request Rate 2 3) 3 i ol 
: 

Government Loan or Grant BpprowllRate se = 69 81 
Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004 and 2007. : 
* Bold values denote statistically significant difference at 5 percent. ‘ 
Note: Approval rates exclude observations in which loans were withdrawn or are still under review. | 
— ; i 


} 
groupings. As shown in Table 2, the ratio reveals that SMEs in) 


tourism industries experienced more difficulty in accessing 


rT 


the full amount of debt financing requested, especially in 2007 
In particular, the report found that among SMEs in tourism 
] 


industries, businesses in the accommodation industry experienced 


| 
\ 


the most difficulty in accessing debt financing, receiving, 


on average, less than half of the debt financing requested. 


ie 


2004" 2007 
Tourism Non-Tourism Tourism Non-Tourism 
$185 000 3195000 -$254000.~«~«~*~«*S 27D 
$48 000 $87 000 $126 000 $190 000 
$97 000 $129 000 $239 000 $264 000 
86% 88% 67% 93% 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2004 and 2007. 


Note: Approval amounts exclude observations in which the response was “don't know” or “refused.” 


(continued on page. 


‘ 
Small Business Quarterly — Vol. 13, No. 1, May 26 


A 


(continued from page 2) 


inancial statement figures show that SMEs in tourism 
industries generated less revenue, profit and retained earnings 
‘than their non-tourism counterparts. This weaker financial 
"performance suggests that businesses in tourism industries 
could be considered more risky, which may partially explain 


i . . . . 
why they encounter more difficulty in accessing financing. 


Overall, this report provides some evidence that SMEs in tourism 
industries are facing unique challenges when it comes to 
access to financing, especially in the accommodation industry. 
“Such constraints on access to financing could be posing 
-aconsiderable obstacle to growth and development of SMEs 


in tourism industries. 


A 


( 
y 


JOB Creation 


According to the latest Survey of Employment, Payrolls and Hours 
from Statistics Canada, the number of payroll employees 

ir creased by 1.1 percent (158 964 jobs) in the fourth quarter 
of 2010 compared with the fourth quarter of 2009 (Table 3). 

This marks the third consecutive quarterly increase in national 


payroll employment, revealing further signs of economic recovery 


Canada. By firm size, the year-over-year contribution to job 


| growth by small businesses was only 13.6 percent, sharply 


contrasting with medium-sized and large firms, which contributed 


31.9 percent and 54.4 percent, respectively, to job growth. 
ka ver the past three quarters, the year-over-year contribution 
to job growth by small businesses has declined significantly, 
while the contribution by medium-sized and large businesses 


e 

| has grown substantially. 
7 

: 


Between the fourth quarter of 2009 and the fourth quarter 
of 2010, the industry that reported the largest percentage change 

in net employment was mining and oil and gas extraction 

.1 percent). The largest increase in the number of jobs was 


reported in health care and social assistance (28 918 jobs), 


, 

| 
/ 
{ 


The full report is scheduled for release by fall 2011, and could 
be found on the following website: www.sme-fdi.gc.ca/sbfprofiles. 


‘To receive a notice when the report will be available, please 


subscribe online at www.sme-fdi.gc.ca/subscription. 


‘The report follows Statistics Canada’s Canadian Tourism Satellite Account (CTSA) definition 
of tourism industry as “one that would cease or continue to exist only at a significantly 
reduced level of activity as a direct result of an absence of tourism.” For the purpose of 
the report, the entire activity of a business operating in a CTSA-designated tourism 
industry was considered tourism activity, even in cases where the activity involved both 


tourism and non-tourism components. 


followed closely by construction (26 853 jobs). A noteworthy 
fact is that all of the net jobs created in construction occurred 
among small and medium-sized businesses. Conversely, industries 
that experienced a net loss in employment included management 
of companies and enterprises (-6 percent or 6744 jobs lost) and 


arts, entertainment and recreation (-2.2 percent or 5122 jobs lost). 


Among small businesses, the greatest job growth occurred in 
construction (15 482 jobs), followed by professional, scientific 
and technical services (5521 jobs), accommodation and food 
services (5399 jobs), and health care and social assistance 
(5222 jobs). On the other hand, significant job losses among 
small firms occurred in retail trade (10 792 jobs lost) and 
wholesale trade (4335 jobs lost). Among medium-sized firms, 
significant job increases were reported in construction 

(11 670 jobs) and manufacturing (7291 jobs). Among large 
firms, health care and social assistance reported the largest 
increase in employment (21 543 jobs), whereas transportation 


and warehousing experienced the largest loss in employment 


(7157 jobs lost). 


(continued on page 4) 
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Table 3: Year-Over-Year Net Change! in Payroll Employment’ by Industry, 4th Quarter 2010 | 


Change % Contribution to Total Net Change (Number of Employees) 3 
500+ 


Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 
Q4 2009 19) 3391972 3f8) 9.4 ee) 13.4 34.2 1) 10.3 29.8 35195 
Q1 2010 -0.9  -128775 -2.5 1.8 10.4 11.7 21.4 18.8 16.7 35.4 2 


Q2 2010 0.2 34931 43.9 Wee) 26.1 20.8 104.2 -0.1 -11.3 -11.4 
Q3 2010 0.9 131 342 -28.4 26.9 16.6 22.8 SHE 18.5 10.6 29.1 
Q4 2010 ill 158 964 4.3 -5.4 Ney! 13.0 13.6 24.5 75 Bio. 


pS 


Industry Change (Jobs) 
Forestry -1.3 -546 Si 161 280 -184 354 266 107 B78 
Mining and Oil and Gas Extraction 12.1 21 094 390 -58 1163 WSS 2 648 1 297 1 826 3 123 
Utilities 1.8 2.095 5 -161 220 99 163 -30 477 447 
Construction ah 26 853 -272 1014 4 623 10 117 15 482 10518 WW iby? 11 670 
Manufacturing 1.1 16 100 -1160 -4074 376 2259 -2 599 HIE) 16 Ta 
Wholesale Trade il 3) 9 414 -2011 -2 102 -1 028 806 -4 335 3915 1 805 5 720 
Retail Trade 0.1 1 033 3520 -4801 -5 465 2994 -10 792 5 687 -1 548 4 139 
Transportation and Warehousing 0.3 2 284 1 856 14 1676 619 4 165 2 241 3 034 5 275 -7 154 
Information and Cultural Industries 4.0 12 726 843 387 -755 811 1 286 984 -1117 -133 eey 
Finance and Insurance 0.2 1 365 230 -934 -301 -323 -1 328 514 2 483 2997 3 
Real Estate and Rental and Leasing 0.5 1341 1611 495 808 140 3 054 -1 530 -1773 -3 303 
Professional, Scientific and Technical Services 2.1 15 989 1 887 1/58, 1 688 193 5 521 2579. -2 060 Syl) 
Management of Companies and Enterprises -6.0 -6 744 -723 -31 -244 -1525 =2 523 -3 584 -1 434 -5 018 
Administrative and Support, Waste Management 
and Remediation Services Df 16 172 676 1 161 424 -444 1 817 3710 2116 5 826 
Educational Services 0.8 10 025 166 -490 357 -415 -382 1062 413 1 475 8 93: 
Health Care and Social Assistance 1.8 28 918 1 288 1 308 -1 407 4 033 5 222 -127 PIS) BAS, 
Arts, Entertainment and Recreation -2.2 -5 122 296 -788 -1 164 -1 330 -2 986 -680 1 007 327 
Accommodation and Food Services 0.3 27%) 1 126 1 470 17a 1092 Si3ue) 100 3116 3216 

_ Other Services (excluding Public Administration) 0.8 4313 3754 -2 857 240 965 2102 2011 -97 1914 
Public Administration -0.1 -1 075 374 -4 -468 -473 -571 2 693 42 DY fep) -3 24 f 


Canada Total tei 158 964 6910 -8 535 2732 20586 21 693 38 901 11 847 50 748 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, March 2011. 


' Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


> Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


TOP DESTINATIONS OF 
Small Business 
Exporters 


Using 2009 data from Statistics Canada’s Exporter Register Database, 


Industry Canada identified and examined the export destinations 


of Canadian small businesses. Constituting about 86 percent of 


all exporters in Canada, small businesses contributed $68 billion 
(25 percent) of the total value of exports in 2009, corresponding to 


an average of $2 million per firm. 


Tn 2009, the main export destination of Canadian small businesses 
vas the United States, which received 66 percent of the total value of 
exports produced by small businesses (Figure 1). However, the share 
_ of the total value of small business exports to the United States has 

_ been decreasing since 1999. In 2008, United States received 75 percent 


of the total value of small business exports, but in 1999 the share was 


82 percent. In contrast, the percentage of the total value of small business 


y 
_ exports to the European Union increased from 5 percent in 1999 to 


} 
if 
v, 


bi] 


6 percent in 2008 and 8 percent in 2009. Other important export 
destinations of Canadian small businesses in 2009 included Japan 


(4.8 ce: China (4.6 pa and South Korea (2 percent). 


q ES. jks Main Pe eee for Canadian 
| Small Businesses (Percentage of Total Value of 
| Small Business Exports), 1999, 2008 and 2009 


100% 


{ 80% Hall 


5 


60% 


40% 


20% 


United European Japan China South 
States Union Korea 


Hi i909 HH 2008 0 2009 


Source: Industry Canada calculations, Exporter Register Database, 2008 and 2009. 
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SELF-EMP ‘MENT 


ey. y Ed uc A ion L evel 


According to the latest results of Statistics Canada’s Labour Force 
Survey, th total number of F self-employed w workers increased by 
46 700 between 2008 and 2010, corresponding to an increase of 
1.8 percent ( {). This result suggests that Canadians were 
still able to enter Femployment i t in spite of the recent recession. 
A breakdown by education level reveals that most individuals 
enteri ee mployment { are highly educated, while the number 
orl ndividual: IS with : some high school education o or less i Is Gro} ropping. 


Si 


Table 4; ee e self oe Workers 
by Education Level, Canada, 
2008 to 2010 
Self-Employed 
Share (%) 
— Percent 

Education Level 2008 2010 Change’ 
0-8 years 3.6 3H -8.4 
Some high school OW, 8.4 -12.2 

subtotal 133 11.6 -L1.1 
High school graduate 192 19.0 0.8 
Some post-secondary 6.6 6.5 0.1 

subtotal 25.8 BES) 0.6 | 

Post-secondary certificate 
or diploma 34.2 34.5 au 
University degree 26.6 28.3 8.2 | 

subtotal 60.8 62.8 fo 
All levels 100.0 100.0 1.8 
Source: Statistics Canada, Labour Force Survey, 2008 and 2010. 
' Percent change in the number of self“employed workers from 2008 to 2010. 


or un vers! 


‘ ae Eee eiete ee y education 
increased to 62.8 percent in 2010 from 60.8 percent in 2008 
In sharp contrast, th e number or f sell IF-employed \ W 
some high school education or less decreased b by 38 
pe ree 201 0; oe oe ne of sel se Dees 


a ating a ae 


(continued on page 7) 
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Although the United States received the lion’s share of exports 
produced by Canada’s small businesses in 2009, the majority 
of Canadian exports to the U.S. originated from medium- 
sized and large businesses. To gain a better understanding of 
the global role Canadian small businesses play in exporting 
activities, Industry Canada calculated the percentage of the 
total value of Canadian exports attributed to small businesses 
for each export destination. After the destinations were ranked 
by the share attributed to small businesses, a different story 


began to unfold. 


Figure 2: Canadian Export Share Attributed to 
Small Businesses (within Destination) 
(Top 5 Destinations), 2009 


India 


Egypt 


Turkey 


South 


Korea 


Japan 


1 | oo =e 
0% 20% 40% 60% 80% 100% 


SS 


Source: Industry Canada calculations, Exporter Register Database, 2009. 


BUSINESS /nsolvencies 


Businesses in Canada have faced many economic and financial 
challenges over the last decade from bursting of the dot-com 
bubble in 2000 to the recent financial crisis and the recession 
that followed. In these difficult times, business insolvencies' are 


a useful indicator of the health of Canadian SMEs. 


As shown in Figure 2, small businesses contributed at least half 
of the total value of Canadian exports sent to India, Egypt, 
Turkey, South Korea and Japan in 2009. In that year, 65 percent 
of the total value of Canadian exports sent to India was produced 
by small businesses, while for Egypt and Turkey the shares wel | 


63 percent and 61 percent respectively. 


Interestingly, South Korea and Japan were among the top 
five destinations for Canadian small businesses in terms of 
both the total value of small business exports and the Canadian 
export share. This finding indicates that these two countries 


represent key export markets for small businesses in Canada. 


Additional information on small business exporters will be 
available shortly in Industry Canada’s Key Small Business 
Statistics, Special Edition: Canadian Small Business Exporters. 


This report investigates the importance of small businesses in 


international markets by examining the number of exporters 
and the value of exports by industry, province, destination and 
firm size over the 1999-2009 period. The report also provides — 
a financing profile of Canadian SMEs that exported in 2007 


and explores the involvement of SMEs in global value chains. 


To receive the publication, please subscribe online at 


www.ic.gc.ca/ SMEstatistics/subscription. 


Figure 3 displays the annual number of business insolvencies 
in Canada over the past decade. The number of business 
insolvencies has steadily decreased from 12 246 in 2001 to 
5226 in 2010, corresponding to an annual average decline 


of 9.0 percent. As shown in Figure 3, the recent recession 
(continued on page . 
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(continued from page 6) 


ay: E Educ Uca 


(Q4 2008 to Q2 2009) did not trigger a surge in business insolvencies ——— — 


in Canada as the number of insolvencies continued to fall on an 
annual basis. This unexpected result can be partly explained by 


the fact that domestic demand for goods and services increased 


at an average annual rate of 4.2 percent between 2007 and 2009. le Lis @ ccu among em sh oyees in Canada. Between 200 
Since Canadian SMEs are less export oriented than larger firms ; 

/ sity de reased by 3.6 p percent, 
(about 1 in 50 small businesses export, whereas slightly more than while the nt 1 t of employ ees with s some high school education 


1 in 3 large firms export), this increase in domestic demand helped 


ee | 


ners eased to eo percent from 158) oe fetce nt b between 2008 3 and 
a Ohi ee the ete of ete ie some eich abel ls 1 


prevent a surge in the number of business insolvencies in Canada 


as the recession affected mostly exporters. 


B=: Figure 3: Number of Business Insolvencies, eae 


| a 


; 
i 
gE 
| ) C 
| 2000 to 2010 Table yp ee of eee 
by Education Level, Canada, 
5 2008 to 2010 
& 
| a Employed 
g | Share (%) 
| a5 5 — - Percent 
£ z 2 Education Level 2008 2010 Change! 
| Re 0-8 years Do. 1.9 -12.8 
BB 34 Some high school 10.5 9.0 -14.5 
_ : | ied ae 10.9 os | 
i ._ i | High school graduate 20.1 19.8 -1.9 
1 Lil 
Some post-secondary 9.0 8.5 -6.5 
1% 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 | 
p i Nae | subtotal 29.1 28.3 3.3 
i Post-secondary certificate 
i ~Source: Office of the Superintendent of Baur Canada (www.osb.ic.gc.ca). | or diploma 35.0 35.7 13 
a HEE University degree 23.3 25.1 Thi 
| subtotal 58.3 60.8 3.6 
iE From 2009 to 2010, the annual number of insolvencies dropped in 
i 4 r £ All levels 100.0 100.0 -0.6 
all major industries, corresponding to an overall decline of 22 percent. > : See Sar eee eer 
b By industry, the number of insolvencies for construction, retail trade, 4 ' Percent change in the number of employees from 2008 to 2010. 
3 


and accommodation and food services — industries that have historically | a 
accounted for approximately 40 percent of all business insolvenciés — i 


decreased by 14 percent, 21 percent and 22 percent respectively. | 


~ lnsolvencies include both proposals (i.e., propositions to creditor to restructure) and bankruptcies. 


Bankruptcies account for 78 percent of insolvency cases. 
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| OECD REPORT: 
| ae Technology and Industry 
| Outlook 2010 


Released in December 2010, the Organisation for Economic 
Co-operation and Development (OECD) Science, Technology 
and Industry Outlook 2010 reviews key trends in science, 
technology and innovation in OECD countries and emerging 
economies. In particular, it discusses the performance of 
OECD countries in science and innovation, identifies trends 


in R&D and innovation, and examines the challenges faced 


1] by policy-makers. 


| The full report is available for purchase at 


| www.oecd.org/sti/outlook. 
| 
| 


less and Tourism Branc 


rides 


rene 
Dont wy 


rmation in this 


ithout ch al 


in part or 


ISSN 


60899 


UPCOMING vents 


CANADIAN COUNCIL FOR ' 
SMALL BUSINESS AND ; 
ENTREPRENEURSHIP (CCSBE) | 
Annual Conference, September 28 — 
October 1, 2011 : 


The Canadian Council for Small Business and Entrepreneurship _ 
(CCSBE) is an organization whose goal is to promote and | 
advance the development of small business and entrepreneurship 4 
through research, education and training, networking, and 
dissemination of scholarly and policy-oriented information. 


From September 28 to October 1, the CCSBE Annual Conference ; 
will be hosted by the Odette School of Business at the Universiqg 
of Windsor in Windsor, Ontario. 


For more information on this event, visit www.ccsbe.org. 


NATIONAL FRANCHISE & 
Business Opportunities Show 


The National Franchise & Business Opportunities Show is 
an opportunity for entrepreneurs to meet representatives from 
popular franchises and to learn about full-time and part-time 
franchise opportunities in their region. Show highlights include 
free daily seminars that offer legal, financing and business 
planning advice from industry experts. This event will take 
place in Toronto (September 10-11, 2011) and Montréal | 
(October 29-30, 2011). 


For more information on this event, visit 


www.franchiseshowinfo.com. 
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PERFORMANCE 
| Trends 


i Private sector employment dropped significantly during 


| the recession, with small businesses’ being hit hardest. 
Though private sector employment has not yet recovered, 


| employment levels are approaching pre-recession levels. 


The number of jobs in Canada grew by 1.4 percent in the 
first quarter of 2011 compared with the first quarter of 2010. 


By December 2010, the number of business locations in 


wa TT <a 


Canada increased by 2.0 percent over the previous year. 
This growth was driven by a 3.8-percent increase in non- 
employer businesses. In contrast, there was little growth in 


the number of employer businesses” (0.1-percent increase). 


There were 2.6 million self-employed individuals in the 
first quarter of 2011, a decrease of 0.8 percent from the 
| same quarter in 2010. 


™@ Forty-three percent of small manufacturing businesses 
with at least 20 employees reported having business 
activities outside of Canada between 2007 and 2009. _ 


M Debt financing to businesses grew substantially between 
2000 and 2008 (53-percent increase). As of 2010, outstanding 
debt to businesses was $489 billion. 


= Angel groups, which were recently surveyed, made the 
__ majority of their investments in Ontario. 


: Small businesses are defined as having fewer than 100 employees, 
medium-sized businesses having 100 to 499 employees and large 


businesses having 500 or more employees. 


\ employer business is a business location that has a Canada 
Revenue Agency payroll deductions account. 


MALL BUSINESS cusereny 


PRIVATE SECTOR EMPLOYMENT 
TRENDS during and after the Global Recession 


Canada has so far weathered the impact of the global recession relatively well 
compared with other developed nations. Despite this positive development, 
private sector! employment has not yet recovered from the recession. Current 
employment data suggest, however, that economic recovery may finally be 


taking hold in the private sector. 


Private sector employment trends before, during and after the recession 
by firm size were captured using the latest figures from Statistics Canada’s 
Survey of Employment, Payrolls and Hours (SEPH), which is a business 
census of non-farm payroll employees.’ To illustrate the recession’s effect 
on employment levels, Figure 1 presents changes in the number of jobs by 
firm size relative to Q4 2008 employment levels. As revealed in Figure 1, 
private sector employment dropped precipitously during the recession 
(Q4 2008 to Q2 2009) across all firm sizes. Figure 1 also shows that small 
businesses were impacted most by the end of the recession. At this point, small 
businesses had lost 171 000 jobs, representing 40 percent of total jobs lost. 
In comparison, large businesses had lost 156 000 jobs (37 percent of total 
jobs lost), while medium-sized 
firms had lost 99 000 jobs an 

(23 percent of total jobs lost). C, On tén 7. ¢ 
Following the recession, small Job Creation ls 
business employment stabilized 
and then grew by 41 000 jobs 
from Q3 2009 to Q4 2009 
before decreasing by 17 000 jobs 
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(continued from page 1) 


between Q4 2009 and Q2 2010. This dip in employment was 
short-lived, however, as small business employment rose again in 


the subsequent two quarters before declining slightly in Q1 2011. 


As for medium-sized firms, the number of jobs continued 
to drop for a short period following the recession, but then 
steadily grew by 56 000 jobs between Q4 2009 and QI 2011. 
Similar to medium-sized firms, large business employment 
decreased further after the recession but then stabilized. The 
number of jobs among large firms increased slightly before 
experiencing another drop in employment in Q2 2010. 
However, over the subsequent three quarters, large business 
employment experienced strong and steady erowth, increasing 
by 99 000 jobs. 


Figure 1: Change in Private Sector Employment Levels Relati 
by Firm Size 


Overall, employment levels are approaching pre-recession levels 


across all firm sizes, an encouraging sign for Canada’s economy. 
In addition, the Bank of Canada’s 2011 Business Outlook Survey 
found evidence of higher employment expectations, providing yet — 


another positive sign of economic recovery in times of uncertainty. 


| The private sector excludes the following three industries: public administration, 


educational services, and health care and social assistance. | 


2 Another source of employment data is Statistics Canada’s Labour Force Survey. Unlike 
SEPH, the Labour Force Survey is a monthly household suryey with a sample size of 
approximately 100 000 households. An article in the November 2010 edition of the 
Small Business Quarterly analyzes employment trends by firm size from January 2008 to 


August 2010 using data from the Labour Force Survey. 
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JOB Creation 


In the first quarter of 2011, businesses of all sizes experienced 


an increase in year-over-year employment levels. This was also 


true for all regions of Canada. 
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Source: Statistics Canada, Survey of Employment, Payrolls and Hours, seasonally adjusted by Industry Canada. 


According to Statistics Canada’s Survey of Employment, Payrolls 
and Hours, the number of jobs in Canada grew by 190 211 
(1.4 percent) in the first quarter of 2011 compared with 


(continued on page 3 
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the first quarter of 2010 (Table 1). Over this period, small 

businesses created 29 126 jobs, while medium-sized and large 
firms created 59 966 jobs and 101 117 jobs respectively. These 
_job gains correspond to a 0.5 percent, 3.0 percent and 1.5 percent 
increase in employment for small, medium-sized and large 


firms respectively. 


By firm size, the year-over-year contribution to job growth by 
small businesses was 15.3 percent as opposed to 31.5 percent 


and 53.2 percent by medium-sized and large firms respectively. 


“Nunavut posted the largest year-over-year percentage employment 


gain (6.3 percent), while Ontario had the largest increase in 


total number of jobs created (72 405 jobs). Large employment 
gains also occurred in Alberta and Quebec, increasing by 


46 368 jobs and 27 419 jobs respectively. 


Newfoundland and Labrador posted the largest percentage 
increase in small business employment among the provinces 

at 2.8 percent. In contrast, Nova Scotia, New Brunswick and 
British Columbia experienced a drop in small business employment 


(-0.2 percent, -1.4 percent and -0.2 percent respectively). 


q 
i i 


; j 

_ Table 1: Year-Over-Year Change! in Payroll Employment? by Province and Territory, Ist Quarter 2011 

; Change % Contribution to Total Change (Number of Employees) 1 
| Quarter % Jobs 0-4 5-19 20-49 50-99 0-99 100-299 300-499 100-499 500+ 
| QI 2010 -0.9 -128 775 -2.5 1.8 10.4 Ly 21.4 18.8 16.7 35.4 43.2 
Q2 2010 0.2 34 931 43.9 13} 26.1 20.8 104.2 -0.1 -11.3 -11.4 Wee 
| Q3 2010 0.9 131 342 -28.4 26.9 16.6 22.8 oD) 18.5 10.6 29:7 33.0 
| Q4 2010 hal 158 964 4.3 -5.4 AleyA 13.0 13.6 24.5 iS) SHES) 54.4 
~ QI 2011 1.4 190 211 -9.5 -1.3 14.6 11.6 L533 24.2 7.4 SYLD) Done 


_ Province and Territory 


Newfoundland and 
_ Labrador 3.0 5 489 =).6 2.8 a) 
Prince Edward Island 23 1 308 5.0 1.6 4.0 
Nova Scotia 1.6 6 107 -3.7 -0.6 DD: 
_ New Brunswick 0.7 1957 -4,2 AN 2.8 
| Quebec 0.9 27 419 -3.8 -0.8 1.8 
MO ntario 13 72 405 -1.0 0.1 2.0 
Manitoba 1.1 5 948 -1.0 0.7 ll 
| Saskatchewan 1.9 8 104 iy) 1.5 1.8 
Alberta 2.8 46 368 6 0.6 2.5 
"British Columbia 0.7 13 417 ig) -0.8 iil 
Yukon? 2.0 362 QT, 6.6 2 
| Northwest Territories’ 2.6 696 7A SUE Se 
Nunavut? 6.3 632 0.8 -1.0 3.0 
| Canada Total 1.4 190 211 -1.9 -0.1 1.9 


Growth Rate (%) 


12.4 28 8.8 1S; 94 2.0 
1.4 1.2 -6.0 -8.1 -6.7 52) 
0.4 -0.2 1.1 1.4 Tez, 2.9 
-4.8 -1.4 1.3 10.3 3.8 1.4 
IS) 0.0 2.8 4.5 BY 0.9 
1.8 0.8 Shp) 1.0 2.8 WB) 
2.4 0.9 6.8 -8.9 2.1 1.0 
21 14 539) 8.7 6.7 1.0 
6.2 IEIE 6.1 5.3 BY) Deaf 
0.4 -0.2 -0.7 0.2 -0.4 2.1 
-4.4 8.0 -9.6 — -9.6 —= 

-13.5 -2.0 12 —_— We — 

USES) 5.4 -21.0 — -21.0 —_— 

2.0 O05 32 2.4 3.0 LS) 


BBource: Statistics Canada, Survey of Employment, Payrolls and Hours, unadjusted for seasonal variations, July 2011. 


"Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


? Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 
f 


* Data for firms with 300 or more employees in the territories are suppressed due to confidentiality restrictions but are included in the size category and territorial totals. 
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BUSINESS Locations 


Using data from Statistics Canada’s Business Register, there were primarily by an increase in employer businesses, almost all of 

2 428 270 business locations! in Canada at the end of 2010 the 2009-2010 growth was attributed to an increase in the 
(Table 2), a year-over-year increase of 2.0 percent. This number of businesses that have no employees (indeterminate _ 
increase follows annual growth of 2.8 percent from 2008 to 2009; businesses?), which expanded by 47 392 (3.8 percent). ra 


however, unlike the 2008-2009 growth, which was driven 


Table 2: Business Locations by Size of Employment and Province or Territory, December 2010 


Number of Employees 
Year-Over-Year 
Non-Employee Glance inlEmaployer 
Grand Businesses Employer Businesses (%) 

Province or Territory Total (Indeterminate!) Businesses? (2009-2010) 14 5-9 10-19 20-49 50-99 1-99 100-499 
Newfoundland and Labrador 26 351 8 494 17 857 -0.3 9 697 4 048 2 158 1 309 347 ep) 255 
Prince Edward Island 10 505 4 347 6 158 0.4 3 094 1 477 829 508 151 6059 Somme 
Nova Scotia 55 078 23 490 31 588 0.1 17 150 6 694 3 806 Zoi 750 30 957 554 
New Brunswick 42 907 16 190 26 717 0.4 14 444 5 662 3 379 2101 641 26 227 432 
Quebec 496 463 249 028 247 435 0.0 125 641 55587 32718 21930 6 834 242 710 4128 
Ontario 901 190 504 232 396 958 0.6 219 425 TST.) AT 79932950) 10.849 387 986 7 878 
Manitoba 78 400 41 288 Sy a 0.8 18 525 8 070 Sik 3 462 1 107 36 275 723 
Saskatchewan 96 548 56778 39 770 0.9 2793 8 341 5 033 oul2y 868 39 156 547 
Alberta 344 135 188 815 155 320 -1.2 91 328 28 308 If 782 Way 3 729 152 499 2 481 
British Columbia 370 262 194 349 Soaks) -0.1 99 322 35518 21240 13108 3 982 173 170 2 445 
Yukon 2 985 1 294 1691 3.4 848 403 225 144 36 1 656 33 
Northwest Territories 2 606 981 1 625 -2.7 553 385 329 236 74 SY 45 
Nunavut 840 223 617 133) 148 139 135 118 oy 592 23 
Canada Total 2 428 270 1 289 509 1 138 761 0.1 621 968 232189 140554 92292 29420 1116 423 19 630 ) 

December 2010 54.6% 20.4% 12.3% 8.1% 2.6% 98.0% 1.8% 
ns oP ee December 2009 54.4% 20.5% 12.4% 8.1% 2.6% 98.0% 1.8% | 


Source: Statistics Canada, Business Register, December 2010. 
| The indeterminate category consists of incorporated or unincorporated businesses that do not have a Canada Revenue Agency payroll deductions account. The workforce of such businesses m) 


consist of contract workers, family members and/or owners. 
2 An employer business is a business location that has a Canada Revenue Agency payroll deductions account. 


In contrast, there was very little growth in the number of employer In 2010, every province and territory except Nunavut posted 
businesses, increasing by only 1080 (0.1 percent) over the an annual increase in the number of businesses in the 
previous year. The distribution of these businesses by firm size indeterminate category. Quebec alone experienced an increase 
was virtually unchanged from 2009 to 2010. Small, medium- of 22 060 (9.7 percent), the largest growth in the indeterminate 
sized and large businesses still accounted for 98.0 percent, category among the regions by a substantial margin. Ontario 
1.8 percent and 0.2 percent, respectively, of employer businesses and British Columbia posted increases of 9964 (2.0 percent) 
at the end of 2010. and 7808 (4.2 percent) in the indeterminate category respectively. 


(continued on page 5 
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Similar to the national level, growth in the number of employer businesses 
by region from 2009 to 2010 was low. Of the few notable changes, 
Ontario posted growth of 2275 employer businesses (0.6 percent), 
whereas Alberta experienced a drop of 1851 (-1.2 percent). In both 
provinces, most of the changes occurred among businesses with 


1-4 employees. 


'For an individual business location to be included in Statistics Canada’s Business Register, the 
company to which it belongs must meet one of the following criteria: have at least one paid 
employee (with payroll deductions remitted to the Canada Revenue Agency), have annual sales 
revenues of at least $30 000, or be incorporated and have filed a federal corporate income tax 
return at least once in the previous three years. Several business locations can belong to the same 


company and each company owns at least one business location. 


* Indeterminate businesses consist of incorporated or unincorporated businesses that do not have 
a Canada Revenue Agency payroll deductions account. The workforce of these businesses may 


consist of contract workers, family members and/or owners. 


SELF-Employment 


The first quarter of 2011 witnessed a slight decrease in year-over-year 
self-employment levels. Individuals 30 years of age and over accounted 


for a disproportionately large share of self-employed workers. 


According to Statistics Canada’s Labour Force Survey, the number of self- 


employed workers in Canada decreased from 2 656 800 in the first 


| quarter of 2010 to 2 634 600 in the first quarter of 2011, a decrease 


of 0.8 percent (Table 3). In contrast, the number of employees increased 


by 2.5 percent over the same period from 13 939 600 to 14 282 800. 


By age group, the largest decrease in self-employment occurred among 
workers aged 15 to 24 years (-7.6 percent), followed by those aged 


30 to 54 years (-2.4 percent). In comparison, the number of self- 


employed workers aged 25 to 29 years and those over'55 years of age 


increased by 6.9 percent and 1.7 percent respectively. 


Among the self-employed, unincorporated individuals with paid 
help experienced the largest decrease, falling 5 percent. The number 


of unincorporated individuals without paid help and the number of 


incorporated individuals without paid help also fell (-2 percent in 


both categories). On the other hand, the number of incorporated 


(continued on page 6) 
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Recent developments in the global economy have changed 

the reality of many businesses in Canada in that their global 
activities go beyond traditional exports. More and more firms are 
participating in global value chains (GVCs) through activities 
such as outsourcing to third parties, locating parts of firms’ supply 
chains outside their home country (offshoring), and partnering 
with other firms through strategic alliances and joint ventures. 


According to Statistics Canada’s Survey of Innovation and Business 
Strategy 2009, 50 percent of all manufacturing enterprises surveyed 
engaged in international business activities between 2007 and 2009. 
In addition, 10 percent of manufacturing enterprises outsourced 
(contracted out) their business activities to a business in another 
country and 5 percent relocated their business activities abroad 
(still performed within the company). 


By firm size, 49 percent of small manufacturing enterprises 
(with at least 20 employees) and 71 percent of medium-sized 
manufacturing enterprises (with at least 100 employees and 
fewer than 250 employees) exported or attempted to export goods 
and services. Moreover, 43 percent of small manufacturing 
firms reported having business activities outside of Canada, 
while 60 percent of medium-sized manufacturing firms had 
business activities outside of Canada. Small and medium-sized 
manufacturing enterprises were more likely to outsource business 
activities (8 percent and 16 percent respectively) than to relocate 
business activities to another country (3 percent and 9 percent 
respectively). These findings may suggest that contracting out is a 
less costly alternative than relocating business activities for small 
and medium-sized manufacturing enterprises. 


The report Canadian Small Business Exporters describes small and 
medium-sized enterprise (SME) involvement in GVCs in further 
detail. This report also includes information on exports by firm size, 
industry, destination, province and commodity exported, as well 
as the financing activities of SME exporters. To access the report, 
visit c.ca/eic/site/sbr 


(continued from page 5) 


workers with paid help and the number of unpaid family 


workers increased by 4.6 percent and 9.1 percent respectively. 


The majority of self-employed workers were between the ages 
of 30 and 54 years (60 percent), followed by workers over 55 years 
of age (31 percent). Individuals aged 30 years and older, therefore, 
accounted for 91 percent of self-employed workers; however, 


they represented 75.6 percent of all employees. At the same time, 


Source: Statistics Canada, Labour Force Survey, 2010 and 2011. 
* Figures may not add up exactly due to rounding. 


BUSINESS financing 


Trends in Business Lending in Canada 


Business lending in Canada, as measured by the total dollar 
value of business debt financing, has grown substantially since 
2000 and reached its highest level in 2008 according to data 


recently released by Statistics Canada. 


The Survey of Suppliers of Business Financing, conducted 
by Statistics Canada in partnership with Industry Canada, 
follows commercial lending to small, medium-sized and large 


Canadian businesses and covers products related to term debt 


financing and operating capital. Major categories of lenders 


only 9 percent of self-employed workers were under 30 years 
of age, but this age group represented 24.4 percent of all 
employees. These numbers reflect more than just aging of the 
Canadian population as a whole. Increased prevalence of self- 
employment with age suggests that self-employment may be 


used as a transition out of the labour force. D 


La ate ie 


Table 3: Self-Employed Workers by Age, Ist Quarter 2010 | 
and Ist Quarter 2011* | 


Incorporated Unincorporated 
Without Paid Without Paid Unpaid Family 
Employees Self-Employed With Paid Help Help With Paid Help Help Workers 
Percentage 2011 Percentage 2011 

2010 2011 Change Share 2010 2011 Change Share 2010 2011 2010 2011 2010 2011 2010 2011 2010 2011 
Age (Thousands) (%) (Thousands) (%) (Thousands) | 
1S yearsandover 13940 14283 2.5 100.0 2657 2635 -0.8 100.0 583 610 500 489 224 Wis we 11832) 1303 18 19 

15-24 years 2208 2228 0.9 15.6 84 We 6 3.0 3 D i 6 2 4 64 61 5 5 
25-29 years 1643 1658 0.9 11.6 150 160 6.9 61 18 24 29-30 iD 1G 89 96 0 0 | 
30-54 years 8071 8214 18 57.5 1618 1578 -24 59.9 391 403 319 298 143135 759 735 6 7 
55 years and over Dy) DASE) 15.3 805 818 «17 31.0 171 182 140 155 nn) 421 41 5 6 | 


credit unions and Caisses populaires, finance companies 
(including some Crown corporations), portfolio managers, 


financial funds and insurance companies. 


Recently released data reveal that debt financing to businesses _ 
grew substantially between 2000 and 2008 from $348 billion F 
to $534 billion (53-percent increase). As of 2010, outstanding i 


debt to businesses was $489 billion. 


(continued on page A 
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Survey results also showed the decline in business debt financing that 
occurred in 2009 following the economic recession. As shown in 
Figure 2, outstanding debt to businesses decreased by almost 10 percent 
between 2008 and 2009. A slight reversal was observed in 2010 as 
outstanding balances increased by about 1.5 percent. Outstanding 
balances to small and medium-sized enterprises (SMEs) remained fairly 


stable from 2000 to 2010, increasing slightly (3.7 percent) in 2009. 


Although not shown in Figure 2, tightening credit markets were most 
apparent in the operating segment of the market, where outstanding 
balances decreased by 27 percent in 2009 compared with a 2.1-percent 
decline in the term product segment. Businesses in Ontario and Alberta 
felt the effects of the crisis/recession most (with outstanding balances 
declining by 13 percent and 12 percent respectively), whereas businesses 


in Quebec felt the effects least (2-percent decline). 


For more information on the Survey of Suppliers of Business Financing 


and to access survey data, visit the SME Financing Data Initiative 


website (www.sme-fdi.gc.ca/surveys). 


Figure 2: Business Debt Financing in Canada, 
2000 to 2010 
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Source: Statistics Canada, Survey of Suppliers of Business Financing, 
2000-2010; and Industry Canada. 

Note: 2000-2007 data have been recalculated to ensure comparability with 
2008-2010 figures following a change in survey methodology. 
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While angel investors represent an important source of risk capital 
and support for early-stage and start-up enterprises, the fact that 
they have traditionally invested informally has made measuring 
their activity difficult. However, the recent emergence of an increasingly 
organized angel market in which formal angel groups have become 
more prominent has provided an opportunity to accurately measure 
at least one segment of the market. With this in mind, Canada’s 
National Angel Capital Organization (NACO) has completed 

a study entitled Investment Activity by Canadian Angel Groups: 
2010 Report. The study, funded in part by Industry Canada, surveyed 
angel group members of NACO on the topics of group characteristics 
and investment activity with the objective of capturing the main 
features of this segment. 


‘The study showed that the majority of the groups surveyed had been 
created in the past three years. This may, in part, be explained 

by various government programs recently launched to stimulate 
angel network activity. The vast majority (90 percent) of reported 
investments were new, as opposed to follow-on, with the majority 
taking place in Ontario (61 percent). Amounts invested by angels 
in a single deal tend to cluster in the $100 000 to $999 000 range. 
Angels invested in a wide range of industries, but with a strong 
technology focus. The greatest concentrations of investments 
were in the information and communications technology sector 
(43 percent), followed by life sciences (18 percent) and clean tech 
(16 percent). 


To access the report, visit the National Angel Capital Organizaton’s 


website at www.angelinvestor.ca/. 


RECENT Development 


OECD REPORT: Entrepreneurship 
at a Glance, 2010 


> 2011, the Organisation for E ic Co-operati ~ 
ne 2011, the Organisation for Economic Co-operation 
an oe yiige e presents consistent data on firm start-ups, firm survival and 


and Development (OECD) released a report entitled high-growth firms, including gazelles (young high-growth 


Zntrepreneurship at a Glance, 2010. The report provides mee hip, ade ; 
Entrepreneurship at a G 0 ERINAG companies). In addition, indicators on determinants of 


indicators of entrepreneurship collected through the OECD— =e : 
laste Mer RO NG: Saat = entrepreneurship in the areas of access to finance, regulatory 


turostat E sreneurship Indicators Programme (EIP) and : : 
Eurostat Entrepreneurship Eco (EIP) framework and culture are included in the report. Finally, 


is a more comprehensive version of the OECD’s previous : : ; : 
pies P special sections on women and migrant entrepreneurship have 


publication entitled Measuring Entrepreneurship, A Collection 
of Indicators. The Small Business Branch of Industry Canada 


has been active in the development of these indicators and has 


been added. This year, a record number of 25 countries have 


been included in the report. The report is available at 


www.oecd.org. 
contributed to both of these publications. This new publication 


UPCOMING Lvent 
Small Business Quarterly 


Small Business Branch SMALL BUSINESS WEEK 20// 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 


The SBQ is published by the Small Business Branch of Industry Canada. Launched in 1981 by the Business Development Bank of 


A é : : Canada, the annual Syall Business Week pays tribute to Canada's 
If you would like to subscribe or modify the information in your 
previous subscription, please make your request at 


www. ic.gc.ca/SMEstatistics/subscription. If you have questions or opportunity to share success stories, exchange ideas and 
comments about the content, please send them to the editor: network with leading business experts. This year’s events will 


entrepreneurs. [he event provides entrepreneurs with an 


Andrea Pierce “be held across the country from October 16-22 and the theme 
Email: andrea.pierce@ic.gc.ca will focus on “Power Up Your Business. Invest. Innovate. Grow.” 


Small Business Branch 


Industry Canada For more information, visit www.bdc.ca/EN/about/events- 


235 Queen Street : ie 
Ottawa ON KIA 0HS _sponsorships/small_ business week/Pages/sbw.aspx. 


Tel.: 613-957-7903 
Fax: 613-946-1035 


Website: ic.gc.ca/sbresearch 


Permission to Reproduce. Except as otherwise specifically noted, the information in this 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry Canada, provided that due diligence is exercised 
in ensuring the accuracy of the information reproduced; that Industry C 

identified as the source institution; and that the reproduction is not rep 

official version of the information reproduced, nor as having been made in aff 

or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 
redistribution, please email: droitdauteur.copyrigl 
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PERFORMANCE 
Trends 


im =A recent survey of small businesses! conducted for 
Industry Canada indicates that from 2009 to 2010 the 


request rate for debt financing increased from 14 percent 


to 18 percent and the approval rate for debt financing 


increased from 79 percent to 88 percent. 


|= Employment levels increased by 1.3 percent in the 
second quarter of 2011 compared with the same quarter 
in 2010. The greatest job increases occurred in mining 


and oil and gas extraction (12.3 percent). 


= Since 1987, self-employment has boasted an annual 
average growth rate of 2.0 percent, outpacing the 1.3 percent 
annual average growth rate in total employment. Of the 
4.7 million jobs gained since 1987, approximately 
1 million (21 percent) were self-employed positions. 


The number of business insolvencies has been steadily 
decreasing since 2007. In the second quarter of 2011, 
there were 1257 business insolvencies in Canada 


(10 percent decline from the same quarter in 2010). 


Only 4 percent of small and medium-sized enterprises 
(SMEs) were R&D intensive (RDI)? in 2007. In 2004 
and 2007, RDI firms were more likely than non-RDI 
_ firms to request external financing, but were also more 
__ likely to be denied financing. 


* Small businesses are defined as having fewer than 100 employees, 
| medium-sized businesses having 100 to 499 employees and large 
_ businesses having 500 or more employees. 


_ * R&D intensive SMEs are defined as SMEs that allocate more 
| than 20 percent of total investment expenditure toward R&D. 

| SMEs that invest 20 percent or less toward R&D are identified as 
_ non-RDI SMEs. 
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ENCOURAGING SIGNS FROM 
THE CREDIT MARKET: 
Results of the 2010 Credit Conditions Survey 


The importance of the credit market was arguably never more evident 
than during the recent financial crisis, when tightened credit conditions 
threatened national economies around the world. Canada was not immune 
to the financial crisis as Canadian small businesses encountered greater 
difficulties in accessing financing between August 2008 and September 2009. 
Without adequate access to financing, many firms faced the possibility of 
not having enough resources to operate or expand their businesses, thereby 
stifling economic growth and risking business failure. However, a recent survey 
of Canadian small businesses provides encouraging signs that a recovery in 


the lending market is under way. 
Survey Background 


Conducted in May and June 2011 by Leger Marketing on behalf of Industry 
Canada, the 2010 Credit Conditions Survey was completed by 3573 employer 
small businesses (1 to 99 employees), representing firms across major industries 
and regions. This survey was intended to complement the 2009 Credit 
Conditions Survey, which was 
also administered by Industry Vv 
Canada, as well as Statistics Conte ae 
Canada’s Survey on Financing of ‘ 
Small and Medium Enterprises. Job Creation 
Self-Employment 
Business Insolvencies 


Business Financing 


Recent Development / Upcoming Events 8 


(continued on page 2) 


(continued from page 1) 
Access to Financing 


Survey results reveal that the debt financing market was 
noticeably more active in 2010 compared with the year before. 
In 2010, 18 percent of small businesses in Canada sought debt 
financing, increasing from 14 percent in 2009. Importantly, 
growth in debt financing requests was accompanied by an 
increase in approval rates. Jumping from 79 percent in 2009, 
the percentage of debt financing requests fully or partly 
approved was 88 percent in 2010, which is comparable with 
pre-financial crisis approval rates in 2004 and 2007 (83 percent 
and 94 percent respectively) (Figure 1). Furthermore, the 
estimated average amount of approved debt financing increased 
from $238 000 in 2009 to $360 000 in 2010, providing further 


evidence of enhanced access to debt financing. 


Figure 1: Debt Financing Approval Rates 
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Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing 
of Small and Medium Enterprises, 2004 and 2007. Industry Canada, Credit 
Conditions Survey, 2009 and 2010. 


Certain categories of small businesses saw notable gains in access 
to debt financing. Small businesses in the retail and wholesale 
trade sector posted an 18 percentage point increase in approval 
rate, rising from 70 percent to 88 percent, in 2010 (Table 1). 
Firms with 20 to 100 employees also saw a significant increase 
in approval rate, jumping from 79 percent in 2009 to 97 
percent in 2010. However, access to financing did not improve 
significantly for some sectors, such as accommodation and 
food, and transportation/warehousing. Among the regions, 
small businesses in Quebec were the most active in requesting 
debt financing in 2010 (25 percent request rate). In addition, 
Alberta posted a large improvement in approval rate, increasing 


from 71 percent in 2009 to 90 percent in 2010. 


aie 


Table 1: Debt Financing Approval Rates 


by Enterprise Characteristics | 
Approval Rate (%)* ‘y 


2009 2010 
Number of Employees : i 
1-4 70 84 
5-9 89 88 
10-19 85 i) 
20-100 79 97 
Region _ 
Atlantic 99) 97 
Quebec 1) 87 
Ontario 77 86 
Manitoba—Saskatchewan 87 100 
Alberta 71 90 
British Columbia and Territories 81 83 
Industry : ; 
Accommodation and Food 81 84 
Agriculture and Fishing, Forestry, and Oil and Mining 86 100 
Construction 99 95 
Manufacturing 87 88 
Professional Services 76 86 
Retail and Wholesale 70 88 
Transportation/Warehousing 2 81 
; Exporting Activities — eae : : 4 
Exporter 84 86 
Non-Exporter 78 88 


Source: Industry Canada, Credit Conditions Survey, 2009 and 2010. 
* A request that received either full approval or partial approval was considered 
“approved.” 


Cost of Financing and Non-Pricing Conditions 


The survey results also show that the average interest rate 

charged for non-residential mortgage and term loans decreased 
from 5.5 percent in 2009 to 5.4 percent in 2010. On the other 
hand, the average Bank of Canada prime businesss rate 


fell from 3.1 percent to 2.6 percent over the same period, 


meaning that the risk premium (the difference between the 
interest rate charged to businesses and the Bank of Canada 
rate) imposed on small businesses actually increased. Moreover, 
the percentage of small businesses being asked for collateral to 
secure term debt financing increased from 57 percent in 2009 
to 62 percent in 2010, meaning that non-pricing debt lending — | 
conditions have actually tightened further since the financial a 
crisis. So while the higher approval rate and the higher average 
amount of approved debt financing represent a significant easing 
of credit conditions in 2010, there remains some evidence of — | 
more stringent credit conditions compared with conditions 


prior to the financial crisis. 


(continued on page 3, 
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(continued from page 2) 


Recovery in the Leasing Market 


Encouraging signs also extend to the capital leasing market. 
‘The leasing request rate increased slightly from 1 percent in 
2009 to 2 percent in 2010; however, the leasing approval rate 
jumped from 76 percent to 97 percent over the same period, 


demonstrating a strong recovery in the leasing market. 


JOB Creation 


Businesses of all sizes saw an increase in their year-over-year 
quarterly employment levels in the second quarter of 2011. 
Employment levels increased by 1.3 percent in the second 


quarter of 2011 compared with the same quarter in 2010. 


Figure 2 shows trends in year-over-year quarterly employment 
by business size from the second quarter of 2009 to the 
second quarter of 2011. As shown, while the recession ended 
in the second quarter of 2009, firms of all sizes continued to 
experience a negative year-over-year change in employment for 
a number of quarters. In the second quarter of 2010, small 


businesses were the first to enter into positive employment growth, 


but medium-sized and large businesses quickly caught up and 


have since surpassed small business employment growth. 


‘Although not growing as quickly as medium-sized and large 
business employment, small business employment has continued 
to show positive year-over-year quarterly gains. Most recently, 
small firms gained approximately 500 jobs (0.01 percent increase) 
in the second quarter of 2011 compared with the same quarter 
in 2010. In contrast, medium-sized and large businesses 
gained almost 66 000 jobs (3.1 percent) and 118 000 jobs 


(1 .8 percent) respectively. 


By industry, from the second quarter of 2010 to the second 
uarter of 2011, the greatest job increases occurred in mining 
and oil and gas extraction (12.3 percent), followed by utilities 
(4.9 percent) (Table 2). In contrast, the greatest job losses 
were reported in management of companies and enterprises 


3.5 percent) and forestry (3 percent). 
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For more information on the 2010 Credit Conditions Survey, 


visit www.sme-fdi.gc.ca/surveys. 


‘The largest number of jobs created by small businesses occurred 
in health care and social assistance (6055), representing over 
18 percent of job growth in that industry from Q2 2010 to 
Q2 2011. In contrast, the retail trade sector posted the largest 
job losses among small businesses, with 6244 jobs lost. Among 
medium-sized firms, a significant increase in the number of jobs 


occurred in construction (15 232), whereas large firms gained 


the most jobs in health care and social assistance (25 959). 


2nd Quarter 2009 to 2nd Quarter 2011 
BY oo | 
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Source: Statistics Canada, Survey of Employment, Payrolls and Hours, 
September 2011. 
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Table 2: Year-Over-Year Net Change! in Payroll Employment? by Industry and by Firm Size, 
2nd Quarter 2011 


NN TTT 


Change (Number of Jobs) 

Change Small Medium Large 
Industry (%) All Sizes (0-99) (100-499) (500+) 
Forestry -3.0 -1 124 -202 -41 -882 
Mining and Oil and Gas Extraction 12.3 22 266 407 267 21592 
Utilities 4.9 5785 -7 -306 6 097 
Construction 2 19 008 1 031 15232 2745 
Manufacturing 1.6 22 855 -3 703 ls yeoyy/ 13 300 
Wholesale Trade WIL 12 754 -1 016 6 993 6776 
Retail Trade -0.3 -6 255 -6 244 i) if} -9 145 
Transportation and Warehousing 1.6 10 854 3592 621 6 642 
Information and Cultural Industries -0.1 -477 -2 865 -2 255 4 642 
Finance and Insurance 0.0 -162 148 -402 92 
Real Estate and Rental and Leasing 3} syle) 357, -3 299 2 469 
Professional, Scientific and Technical Services 2) 18 966 1 246 -823 18 541 
Management of Companies and Enterprises -3.5 -3 686 -1 091 -1 309 -1 285 
Administrative and Support, Waste Management and Remediation Services is) 9 562 -859 10 627 -206 
Educational Services -0.3 -3 774 -1095 4002 -6 682 | 
Health Care and Social Assistance 2.0 32512 6 055 496 25 959 
Arts, Entertainment and Recreation -0.2 -383 -5 254 2 120 2751 
Accommodation and Food Services 1.6 16 702 AIIM = 4 686 9 800 
Other Services (excluding Public Administration) Lee 5 972 4094 3 767 -1 889 | 
Public Administration 1.8 19 508 96 3/125 16 287 
Canada Total 1.3 184 014 507 65 900 117 607 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, September 2011. 
' Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


2 Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


SELF-Employment 


In Canada, self-employment' has become increasingly important period increased 2 percentage points, from 13.7 percent to 
to job growth over the last few decades. From 1987 to 2010, 15.7 percent. 


self'employment boasted an annual average growth rate of ; : 
Figure 3 shows trends in self-employment and employment in 


Canada from 1987 to 2010 (indexed, 1987 = 100). As shown, ~ 


growth in self-employment is not always in line with growth 


2.0 percent, outpacing the 1.3 percent annual average growth 
rate in total employment. Of the 4.7 million jobs gained 
over this period, approximately 1 million (21 percent) were 
le te in total employment. One possible explanation for this is related 
self-employed positions. Moreover, the self-employment rate 


(proportion of self-employed in total employment) over this to “push”. and “pull” factors. If the numDGQG Rags laa 


(continued on page 5) 
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is increasing while the number of employees is decreasing, 

it may suggest that individuals are being “pushed” into self- 
employment because of a lack of attractive alternatives. On 
the other hand, if the number of employees is increasing while 
the number of self-employed is increasing even more, it may 


indicate that workers are being “pulled” into self-employment. 


During the recession in the early 1990s and the most recent 
2008-09 recession (both shaded in Figure 3), self-employment 
increased while total employment decreased, suggesting 

that workers may have been pushed into self-employment 
because of poor job opportunities. However, as explained in 
a previous article (Small Business Quarterly, August 2010), in 
the latest recession, individuals who became self-employed were 


likely not the same people who lost their jobs. This suggests that 


work—life balance) might have pulled a significant number of 


workers into self-employment without the impetus of a layoff 


Total employment grew consistently between the recessions, 
but self-employment experienced a dip from 1999 to 2001, 


decreasing 6.6 percent. While this cannot necessarily be 


explained by the “push” and “pull” factors discussed above, 


it was found that both the goods-producing and services- 
producing sectors contributed equally to this decrease. 


Furthermore, when analyzing trends in self-employment 


by category of worker, it was found that unincorporated 


Many businesses fail because of external shocks and events that 


are beyond their control. Coming out of the recent financial 


many challenges, yet unexpectedly there has been a remarkable 


decline in the number of business insolvencies. 


Figure 4 shows the number of business insolvencies in Canada 
since the first quarter of 2007. Year-over-year quarterly insolvency 
levels have been steadily decreasing since 2007, which is 


ifferent than what has happened in other major economies. 


mall Business Quarterly — Vol. 13, No. 3, November 2011 


other factors (e.g., greater earning potential, access to financing, 


crisis and the ensuing recession, Canadian businesses have faced 


self-employed individuals without paid help represented 


84 percent of the total decrease in self-employment. 


' Self-employment includes incorporated selfemployed, unincorporated self-employed and 


unpaid family workers. 


* Source: LaRochelle-Cété, Sébastien, Self-Employment in the Downturn, Statistics Canada, 
March 2010. 
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Source: Statistics Canada, Labour Force Survey, 2010; Industry Canada calculations. 


BUSINESS /nsolvencies! 


The situation in Canada was somewhat unique as the year-over- 
year decline in business insolvencies continued during the 
2008-2009 recession (between the third quarter of 2008 and 
the second quarter of 2009). This is due, in part, to Canadian 
SMEs’ orientation toward the domestic market (only 9 percent 
of SMEs were exporters in 2007) and to the fact that domestic 
demand shrank at a lower rate than export volume during the 


recession (0.5 percent versus 4.5 percent, on average). 


(continued on page 6) 
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In the second quarter of 2011, there were 1257 business 
insolvencies in Canada, a decline of approximately 10 percent 
from the same quarter in 2010. Given this trend, the Canadian 
economy is well placed to post the tenth consecutive annual 


reduction in business insolvencies. 


With the exception of the utilities sector, all goods-producing 
industries experienced a decrease in the number of business 
insolvencies in the second quarter of 2011 compared with 
the same quarter in 2010. In services-producing industries, 
the largest year-over-year quarterly declines took place in 
management of companies and enterprises, real estate and rental 
and leasing, and retail trade. At the same time, finance and 
insurance, and health care and social assistance experienced year- 


over-year quarterly increases in business insolvencies. 


On an encouraging note, industries that typically have the 
highest insolvency rates are performing well. From the second 
quarter of 2010 to the same quarter of 2011, the number of 
insolvencies in construction, manufacturing, retail trade, and 
accommodation and food services — industries that have 
historically accounted for over half of all business insolvencies — 
decreased by 7 percent, 8 percent, 21 percent and 5 percent, 


respectively, corresponding to an overall decrease of 10 percent. 


Insolvencies include both proposals (i.e., propositions to creditor to restructure) and 


bankruptcies. Bankruptcies account for approximately 65 percent of insolvency cases. 


2 Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small 


and Medium Enterprises, 2007. 


Figure 4: Number of Business Insolvencies, Ist Quarter 2007 to 2nd Quarter 2011 


2500 


] 


500 


Number of Business Insolvencies 


= 2007 


BUSINESS financing 


Financing Challenges Faced by ReD-Intensive SMEs 


Investments in research and development (R&D) activities have 
the potential to substantially improve a firm’s chances to survive 
and thrive in a competitive business environment. On the 
other hand, R&D investments can be very costly, with no 


immediate payoffs. In 2004 and 2007, R&D-intensive (RDI) 


— 


_ 2009 
Business Insolvencies 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb.ic.gc.ca). 


SMEs, namely those that invest more than 20 percent of total _ 


investment expenditure on R&D, were more likely than non- — 


RDI firms to request external financing, but were also more 
likely to be denied financing, according to Statistics Canada's 
Survey on Financing of Small and Medium Enterprises. 


(continued on page 
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Notwithstanding the potential benefits of R&D, only 4 percent 
of SMEs in Canada were R&D intensive in 2007. In fact, 
77 percent of SMEs made no investment in R&D in 2007. 
RDI SMEs were more prominent in the manufacturing 


industry and in knowledge-based industries! in 2007. 


RDI SMEs were significantly more likely than non-RDI firms 
to request debt financing and equity financing and apply for 
government-sponsored financing programs in 2004 and 2007 
(Table 3). However, RDI SMEs were significantly less likely 
to be approved for debt financing in 2004 and 2007, and had 
a significantly lower approval rate for government-sponsored 

- financing programs in 2007. In spite of the lower approval 
rate for government-sponsored financing programs, these 
programs constituted a sizeable portion (20 percent) of the total 
amount of external financing approved for RDI firms in 2007, 
suggesting that these programs helped compensate for the lower 


availability of debt financing among RDI firms (Figure 5). 


A full financing profile of R&D-intensive SMEs will be available 
in Industry Canada’s forthcoming Canadian Small Business 
Innovators, a special edition of Key Small Business Statistics. 

__ To receive the publication, please subscribe online at 


www.ic.gc.ca/SMEstatistics/subscription. 


Government 


20% 
Trade Credit 
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R&D-Intensive SMEs 
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Equity 


NS Debt 


57% 


' Knowledge-based industries (KBIs) include pharmaceutical and medical manufacturing, 
aerospace product and parts manufacturing, and satellite telecommunications, For a complete 
listing of KBI sectors, visit 


www.sme-fdi.gc.ca/eic/site/sme fdi-prf pme.nsf/eng/01990.html#appendixB. 


Table 3: Financing Request and 
Approval Rates 


2004 2007 
R&D Non-R&D R&D Non-R&D 


Intensive Intensive Intensive Intensive 


Rate (%) (%) (%) (%) 
Any External — Request 36 23 26 18 I 
Financing Approval 70 92 87 97 Hi 
Debt Request 32 18 17 13 
Approval 70 88 82 94 
Lease Request 5 3 7 5 
Approval 98 96 87 94 
Equity Request 5 1 5 1 
Approval 49 44 70 71 
Trade Credit Request 13 11 2) 2) 
Approval 63 91 99 99 
Government _ Request 6 3 11 3 
Approyal — — 71 81 


———————————————————————— 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of 
Small and Medium Enterprises, 2004 and 2007. 


Bold values denote statistically significant difference at 5 percent. 


Figure 5: Distribution of Approved Financing, 2007 


Government 


5% eS 


Trade Credit 


— Debt 
77% 


Lease bz 
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Non-R&D-Intensive SMEs 


Source: SME Financing Data Initiative, Statistics Canada, Survey on Financing of Small and Medium Enterprises, 2007. 
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RECENT Development 


WORLD ECONOMIC FORUM: 


Global Competitiveness Report DOTI220) For more information on the Global Competitiveness Report 
2011-2012 or other publications of the World Economic Forum, 


In September 2011, the World Economic Forum released the visit www.weforum.org. 

Global Competitiveness Report 2011-2012. The report provides 

an assessment of the competitiveness of national economies 

using the Global Competitiveness Index. Switzerland tops the E 

list, followed by Singapore, Sweden, Finland and the United U PCOMI N G Ven iS 
States. Canada’s ranking fell two positions this year to 12" place. 


The report notes that “improving the sophistication and NATIONAL FRANCHISE & Business 
innovative potential of the private sector, with greater R&D Opportunities San 


spending and producing goods and services higher on the value 


chain, would enhance Canada’s competitiveness. The National Franchise & Business Opportunities show is an 


opportunity for entrepreneurs to meet representatives from 


[he report also indicates that while competitiveness in advanced aaa | : 
} : x top franchises and learn about opportunities in their region. 
countries has remained virtually stagnant for the past seven years, ; ; 

The show includes an Entrepreneur Expo, which provides 


many emerging economies have improved their competitiveness. oe. : wg = 
entrepreneurs with an opportunity to meet advisors and suppliers 
and obtain information on resources and other tools needed 
to start a business. This event will take place in Toronto 
(January 14-15, 2012), Winnipeg (January 28-29, 2012), 
Halifax (February 11-12, 2012), London (March 10-11, 2012), 
Vancouver (March 31 and April 1, 2012) and Montréal 


(April 14-15, 2012). 


Small Business Quarterly 
Small Business Branch 


The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada's small business sector. 


The SBQ is published by the Small Business Branch of Ind Canada. 
ee Small Business Branch of Industry Canada For more information on this event, visit 


If you would like to subscribe or modify the information in your 
previous subscription, please make your request at 


www. ic.gc.ca/SMEstatistics/subscription. If you have questions or 
comments about the content, please send them to the editor: 


www.franchiseshowinfo.com. 


/ CONFERENCE OF ECONOMIC i 
ee ee eca ‘FORUM OF ENTREPRENEURSHIP & 
i 6 | : | | International Business | 


pent ON KAGE : The Economics & ECO-Engineering Associate, Inc., Canada, | 
Tel.: 613-957-7903 x | ! / 
Fax: 613-946-1035 


Website: www.ic.gc.ca/sbresearch 


is holding its second annual Conference of Economic Forum 
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PERFORMANCE 
Trends 


The 2008-2009 recession was less severe for private 
sector employment than the 1981-1982 and 1990-1992 
recessions. Small businesses,' although losing the most 
jobs during the last recession, quickly regained jobs and 


recently surpassed pre-recessionary employment levels. 


Year-over-year employment in Canada increased by 
1.3 percent (191 849 jobs) in the third quarter of 2011. 
Small business employment grew by 0.5 percent, 
contributing 28 777 jobs. 


Self-employed males today typically work more hours 
per week than self-employed females, but historical data 
indicate that the gender gap in average usual hours worked 
is narrowing. 

Trends in operating profit margins and return on equity 
indicate that performance among small businesses 
increased steadily from 2002 to 2006. Since then, these 
ratios have been stable, with slight declines occurring 
during the 2008-2009 economic recession. 


Between 2000 and 2010, total capital investment in 
Canada’s accommodation sector is estimated to have 
reached $25.7 billion. Concerns of hotel lenders include an 


3 _ oversupply of products and an inability to raise room rates 
_ because of stiff competition within the industry. 

f On average, Canada’s top 200 fastest growing businesses 

grew by 1464 percent in terms of revenues between 2005 


and 2010. Of these high-growth companies, 95 percent 
were small and medium-sized enterprises. 


__ ‘Small businesses are defined as having fewer than 100 employees, 


medium-sized businesses having 100 to 499 employees and large 


(3 businesses having 500 or more employees. 


EMPLOYMENT RECOVERY: 
A Comparison of the Last Three Recessions 


As employment levels return to those seen prior to the recession, it is an 
opportune time to compare employment recovery from the most recent 
recession with the two that preceded it. Using Statistics Canada’s Labour 
Force Survey,' Figure 1 illustrates private sector employment (excluding 


self-employment) recovery levels following the last three recessions. 


As shown, the 1981-1982 recession, although lasting only six quarters 
(Q3 1981 to Q4 1982), was marked by a sharp and significant decrease in 
private sector employment. In total, close to 640 000 private sector jobs 
were lost in the trough. Private sector jobs began to recover moderately but 
steadily following the trough, reaching pre-recessionary levels 11 quarters 


after the trough. 


The 1990-1992 recession was more prolonged, lasting 10 quarters (Q2 1990 
to Q3 1992), and was just as severe as the 1981-1982 recession in terms 
of the number of job losses; however, unlike after the previous recession, 
job losses continued for an additional three quarters. Consequently, from 
peak to trough, a total of 647 000 jobs were lost. Private sector employment 
began to increase slowly by the third quarter of 1993; however recover was 
slow. It took 15 quarters after the trough for private sector employment 

to return to pre-recessionary levels. This lag led to this post-recessionary 
period to be dubbed the 


Oe » 
jobless recovery. 


The 2008-2009 recession lasted 
only three quarters (Q4 2008 
to Q2 2009), but experienced 


a more rapid initial decline in 


SelfEmployment _ 


Financial Performance of € 
Businesses (2000-2009) 
Business Financing 


private sector employment than 


the two previous recessions. Canada’s Fastest Growing Businesses Ee iy! 


(CPI page 2) Recent Developments / Upcoming Event 8 


Figure 1: Post-Recessionary Private Sector 
Employment Recovery (seasonally adjusted) 
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Source: Industry Canada calculations based on Statistics Canada’s 


Labour Force Survey. 
Note: @ indicates end of recession. 


Nevertheless, in terms of total jobs lost and length of time to 
recovery, the 2008-2009 recession was less severe than the 
1981-1982 and 1990-1992 recessions. Employment continued 
to shrink for an additional quarter after the 2008-2009 
recession, but the total number of jobs lost in the trough 
(Q3 2009) was only 404 000 compared with 640 000 and 
647 000 jobs lost during the 1981-1982 and 1990-1992 
recessions respectively. Moreover, jobs began to recover quite 
quickly after the 2008-2009 recession, with private sector 
employment restored to pre-recessionary levels eight quarters 


after the trough. 


Duration of 


Recession (quarters) 


1981-1982 (Q3 1981 to Q4 1982) 6 6 
1990-1992 (Q2 1990 to Q3 1992) 10 13 
2008-2009 (Q4 2008 to Q2 2009) 3 4 
Small (1-99 employees) 2] 
Medium-sized (100 to 500 employees) 6) 
Large (> 500 employees) 7 


(432 000) does not equal total job losses in the trough of the recession (404 000). 


Table 1: Post-Recessionary Private Sector Employment Recovery (seasonally adjusted) 
Job Losses (start of recession to trough) 


Recession Duration of Job 
Losses (quarters) 


Source: Industry Canada calculations based on Statistics Canada’s Labour Force Survey. 

* Pre-recession is defined as the quarter prior to the official start of the recession. Total pre-recession private sector jobs (adjusted) were approximately 7 408 000 for the 
1981-1982 recession, 8 584 000 for the 1990-1992 recession and 11 060 000 for the 2008-2009 recession. 

Note: Small, medium-sized and large business employment reached their troughs at different times during the 2008-2009 recession. As a result, the sum of job losses by size 


Recent disaggregation of employment data allows for analysis 
by size of business during the recent recession. As shown in Table 1, 
small businesses (1-99 employees) in the private sector were 
affected most by the 2008-2009 recession in terms of total jobs 
lost in the trough. In their respective troughs, small businesses 
shed 160 000 jobs, while medium-sized (100-500 employees) 
and large (more than 500 employees) businesses lost 131 000 
and 141 000 jobs respectively. Nevertheless, in terms of the 


percentage of jobs lost, large businesses were hit hardest, losing 


11.8 percent of their total number of pre-recession jobs compared 


with 2.1 percent and 5.8 percent lost by small and medium- 


sized businesses respectively. In terms of recovery, small businesses 
fared much better than medium-sized and large businesses, 
returning to pre-recessionary levels only three quarters after 
the trough. In comparison, it took nine quarters for medium- 
sized businesses in the private sector to recover and large 


businesses in the private sector have not yet recovered. 


In conclusion, the 2008-2009 recession was less severe for private 
sector employment than the 1981-1982 and 1990-1992 
recessions. Small businesses, although losing the most jobs 
during the last recession, quickly regained jobs and recently 


surpassed pre-recessionary employment levels. 


! The Labour Force Survey is a monthly household survey with a sample size of approximately 
56 000 households. F 


Total Number —_ Job Losses as a Percentage of Time to Recovery after 


of Job Losses Total Pre-Recession* Jobs Trough (quarters) 
640 000 8.6 11 
647 000 yao 15 
404 000 3.7 8 
160 000 2.1 3 
131 000 5.8 9 
141 000 11.8 Not yet recovered 
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JOB Creation 


According to the latest release of Statistics Canada’s Survey of 


Employment, Payrolls and Hours, year-over-year employment 
in Canada increased by 1.3 percent in the third quarter of 2011 
(Table 2). By firm size, employment grew faster for large 
(1.4 percent) and medium-sized firms (3.3 percent) during this 
period than the overall rate for Canada. Small firms recorded 
lower employment growth (0.5 percent), partly due to negative 
growth rates for firms with 0-4 employees and 5-19 employees. 


‘The total number of jobs in Canada increased by 191 849 in the 
third quarter of 2011 compared with the same quarter in 2010. 


: 


Table 2: Year-Over-Year Net Change’ in Payroll Employment? by Province and Territory, 3rd Quarter 2011 


| Change 

| Quarter % Jobs 0-4 5-19 
Q3 2010 0.7 101 905 -36.8 36.9 
Qs 2010 1.2 169 782 4.3 4.1 
Q1 2011 1.4 190 211 9.5, -1.3 
@ 2011 13 184 014 8.4 -13.8 
Q3 2011 13 191 849 -8.5 -2.6 


Province and Territory 


Large firms made the biggest contribution to total jobs created 
(47 percent), followed by medium-sized firms (38 percent) and 
small firms (15 percent). Although small firms contributed 
least to employment growth during this period, it was significantly 
larger than their year-over-year contribution of 0.3 percent in 
the second quarter of 2011. 


By region, only three provinces experienced negative employment 
growth between the third quarter of 2010 and the third quarter 
of 2011: Prince Edward Island (-0.8 percent), Nova Scotia 

(-0.6 percent) and New Brunswick (-1.8 percent). The province 


% Contribution to Total Net Change (Number of Employees) 


20-49 
osha) 
2.6 
14.6 
8.6 
15.0 


50-99 0-99 100-299 300-499 100-499 500+ 
32.6 56.0 24.0 14.1 38.1 5.8 
14.0 16.9 LDS WS Doe 49.9 
11.6 NBys} 24.2 7.4 SHEBY By 
13.8 0.3 PSYS) 6.3 35.8 63.9 
10.9 14.9 27.7 10.2 S79, 47.2 


Growth Rates (%) 


eee 


‘Newfoundland and 

Labrador 2 4612 0.4 -1.4 1.1 4.9 0.6 10.6 -8.1 5.5 AS 
ence Edward Island -0.8 -520 33 -0.4 -1.4 0.0 -1.0 1.8 -25.1 5.3 0.8 
Nova Scotia -0.6 -2 315 -3.1 A3 3.2 -1.6 -0.4 0.6 -5.8 =1.3 -0.5 
New Brunswick 1153 -5 784 3.4 DS 0.7 SE =2.3 4.8 0.5 3.6 238 
Phuchec 0.5 17 915 -3.6 si 1.3 1.5 -0.3 Ll 0.4 0.9 1.2 
‘Ontario 1.0 56 464 -0.8 0.4 1.4 ie) 0.7 3.4 5.1 3.9 0.3 
Manitoba ib 5 904 -0.5 -0.9 2.4 -2.3 -0.2 6.3 20:2 44 1 
Beskarchewan D2 9611 -1.0 1.0 2D 2.9 0.0 0.2 9.9 0.0 2.9 
Alberta 44 74 344 -1.0 0.6 4.8 7.5 RY 5.9 6.5 61 5.3 
British Columbia 1.6 30 232 aS -0.3 1.5 0.8 01 5.9 1.3 45 24 
Yukon’ 3.7 751 -1.6 4.2 val 18.3 5.9 4.2 = a ae 
Northwest Territories? 1.5 412 7.9 0.7 -10.0 9.8 IS WES = == = 
Nunavut’ 2.0 222 0.4 9.1 -13.0 14.9 2.6 -44.4 — — — 
Canada Total 1.3 191 849 sie -0.2 1.8 1.7 0.5 3.4 3.2 3.3 1.4 


r ource: Statistics Canada, Survey of Employment, Payrolls and Hours, December 2011. 


Note: Employment by firm size differs for the Labour Force Survey (LFS) and Survey of Employment, Payrolls and Hours (SEPH). LFS allocates businesses by establishment size while SEPH, 
normally used in the Small Business Quarterly, allocates businesses by enterprises. For example, a firm, with less than 100 employees, within an enterprise will be counted as a small firm 
sstablishment in the LFS, but will be counted as an enterprise in the SEPH (a medium-sized or large enterprise). 


Year-over-year change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


Survey of Employment, Payrolls and Hours data exclude self-employed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, private 
ouschold services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


Data for firms with 300 or more employees in Yukon, the Northwest Territories and Nunavut are suppressed due to confidentiality restrictions, but are included in the territorial totals. 
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(continued on page 4) 


(continued from page 3) 


with the highest employment growth was Alberta (4.4 percent), 
followed by Yukon (3.7 percent) and Newfoundland and Labrador 
(2.3 percent). 


Small firms in Yukon (5.9 percent) and Alberta (2.7 percent) 
recorded some of the highest employment growth in the regions. 


SELF-Employment 
Shrinking Gender Gap in Usual Hours Worked 


While self-employed males today typically work more hours 
per week than self-employed females, historical data from 
Statistics Canada’s Labour Force Survey indicate that the gender 


gap in average usual hours worked is narrowing. 


Between 1987 and 2010, the number of self-employed females 
in Canada increased from 513 300 to 933 500 (82 percent increase), 
yet despite the strong influx of women entering self-employment 
the average usual hours worked among self-employed females 
was notably stable at 33 to 34 hours per week over that period 
(Figure 2). The number of self-employed males grew from 

1 185 800 to 1 736 300 (46 percent increase) over that same 


period; however, the average usual hours worked among self- 


Stable 


Declining 


Figure 2: Self-Employed Workers in Canada (male versus female) 


Small businesses in New Brunswick reported the highest negative | 
growth (-2.3 percent), representing close to 40 percent of the 
total jobs lost in New Brunswick during this period. 


employed males dropped steadily from a high of 48.3 hours 
per week in 1988 to 43.4 hours per week in 2010. 


The primary reason for this drop in the average usual hours worked © 
among self-employed males was the decline in the proportion 

who worked 50 or more hours per week on a regular basis. In 1988, _ 
almost half (48 percent) of self-employed males typically worked _ 
50 or more hours per week, but by 2010 the proportion dropped i 
to 38 percent (Figure 2). On the other hand, the proportion of _ 
self-employed females typically working 50 or more hours per week 


hovered steadily between 19 and 22 percent over the same period. 4 
] 
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Source: Statistics Canada, Labour Force Survey, CANSIM, Table 282-0020. 
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FINANCIAL PERFORMANCE OF 
Canadas Small Businesses (2000-2009) 


‘The importance of small businesses' in the Canadian economy 


makes it desirable to assess their financial performance over 
time and against the aggregate economy. This can be done by 
decomposing their financial statements into various component 
ratios. This article focuses on two key profitability ratios: 
operating profit margins and return on equity (ROE). 


Operating profit margins are calculated as operating profits’ 
divided by net sales. This ratio characterizes a firm's pricing power 
and operating efficiency by measuring how much revenues 
remain after paying variable costs, but before paying financing 
costs and taxes to the government. Ultimately, a higher margin 
indicates better performance and a lower margin indicates 


business risk. 


Return on equity is calculated by dividing net income by total 
equity.’ This measure characterizes the returns that the company 
aas earned on the capital contributed by shareholders after 


accounting for all operating costs, financing costs and taxes. 


Similar to operating profit margins, a higher ratio is indicative 


of better performance. 


figure 3 illustrates trends in operating profit margins and 
OE for Canada’s small businesses between 2000 and 2009. 


Percent 
nN 


2000 2001 2002 2003 


[am Operating profit margin 
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[a9 Return on equity 


As shown, both ratios experienced a slight decline in 2001 
following bursting of the information technology (IT) bubble 
in 2000. Operating profit margins then rebounded in 2003 and 
experienced a fairly stable increase from 3.5 percent to a peak 
of 6.8 percent in 2006. This was followed by relative stability 
through 2008 and a slight decline to 6.2 percent in 2009 as the 
financial crisis in the United States and the economic recession 
unfolded. Similarly, ROE experienced an overall increase from 
7.0 percent in 2002 to a peak of 13.8 percent in 2006. This was 
followed by a decline to 11.5 percent in 2008 and 8.9 percent 
in 2009, mirroring the underlying slowdown, and eventual 


decline, in economic activity. 


"Small businesses are defined as businesses generating less than $5 million in annual revenues. 


* Operating profits are revenues minus the cost of goods sold, less selling, general and 
administrative expenses. 


* ROE is also frequently calculated as (net income — preferred dividends)/common share capital. 


a. SET a 


Gross domestic product growth 


Source: Statistics Canada, Annual Financial and Taxation Statistics for Enterprises, 2000-2009. 


BUSINESS financing 


Investment and Financing in the Accommodation Sector 


Between 2000 and 2010, total capital investment in Canada's 
accommodation sector is estimated to have reached $25.7 billion, 
through a combination of construction of new hotel properties, 
upgrades and reinvestment in existing assets as well as through 
the acquisition of existing hotel properties," according to 
PKF Consulting Inc., an internationally recognized consulting 


firm that specializes in the hospitality and tourism industries. 


Over the period, hotel acquisitions represented approximately 
51 percent ($13.2 billion) of the total investment, while 
construction of new hotel properties represented 26 percent 
($6.7 billion) and reinvestment in existing assets represented 
$5.8 billion (23 percent). Despite the impacts of the economic 
downturn, new hotel development was strongest during 
the 2009-2010 period. This was purely due to the fact that 
a significant number of projects were already well under 
construction when the downturn hit, so both developers and 


lenders were committed to completing the projects. 


Between 2000 and 2010, typical hotel investment in Canada 
was financed with approximately 60 percent debt and 40 percent 
equity. From 2000 to 2004, the average interest rate paid on 
hotel investment loans ranged between 5 percent and 6 percent, 
rising to between 7 percent and 8 percent from 2005 to 2008, 
and falling to between 5 percent and 7 percent in 2009-2010. 


CANADA’S FASTEST 


One category of small and medium-sized enterprises (SMEs) 
that has been attracting special attention is high-growth firms. 
These SMEs are of strategic importance to the economy as they 
contribute significantly to output, job creation, productivity 
and technological advancement. High-growth firms are 
distinguished from other firms because of their general 
intent to grow. These businesses are also more inclined to 
incorporate new technologies and innovative processes into 


their operations and to bring new ideas and methods of 


Growing Businesses 


Tighter lending conditions for newly proposed projects stalled 
transaction activity in 2009-2010. In the context of industry 
risk, with the economic downturn and the decline in industry 
performance, lenders took a more conservative approach toward 
financing, with the majority requiring a loan-to-value ratio 
below 60 percent in 2009-2010 compared with 69 percent 
between 2005 and 2008. In many cases, this put pressure on 
hotel investors to pay down a portion of their existing loans 


at the time of renewal. 


During this period, the three primary sources of debt financing 
for the hotel and accommodation sector were chartered banks 
(supplying on average 32 percent of loans), trust companies / 

credit unions (supplying on average 22 percent of loans) and 

finance companies (supplying on average 21 percent of loans). 
Government lending agencies (e.g., Business Development Bank 
of Canada) played a secondary role (supplying on average 7 percent _ 


of loans). 


PKF Consulting Inc. highlighted that two major concerns 
facing hotel lenders in the years ahead include an oversupply 
of hotel products and an inability to raise room rates 


significantly because of stiff competition within the industry. 


' PKF Consulting Inc., Financing and Capital Investment in the Canadian Accommodation 
Sector: Trends, Issues and Considerations, 2011. 


service delivery to market. Furthermore, high-growth firms 
compete largely independently from the rest of the economy, 
that is, even when the economy is in a recession, high-growth 


firms can continue to display strong growth. 


To gain insight into the growth situation of Canadian SMEs, ~ 
PROFIT magazine, a Canadian small business magazine, publishes 
an annual ranking of Canada’s 200 fastest growing firms. 


Businesses are ranked based on their 5-year growth rates in 


(continued on page 7 


Small Business Quarterly — Vol. 13, No. 4, February 201. 


A 


(continued from page 6) 


sales (the 2011 ranking, therefore, reflects the percentage change 
in sales between 2005 and 2010). Revenues are recognized and 
booked according to Generally Accepted Accounting Principles 
(GAAP). Minimum revenue requirements of $200 000 are also 
applied in the base year (2005) so as to not overly exaggerate 
growth calculations (i.e., businesses with revenue below $200 000 
in 2005 are raised to $200 000). Results of the ranking are 


summarized in Table 3. 


PROFIT determined that the average growth of the top 

200 companies was substantial. On average, businesses grew 
by 1464 percent between 2005 and 2010 through development, 
production and delivery of unique and highly valued goods and 


- services. This equated to total sales revenues of over $26.6 billion 
_and job growth of about 56 000 jobs. Over the same period, 
the total economy created 723 850 jobs,' indicating that the top 
200 companies created 7.7 percent of all jobs during this period. 


Small and medium-sized businesses, defined as having 500 or fewer 
employees, accounted for 95 percent of the top 200 businesses. 


In addition, the majority of the top 200 businesses were unlisted 


(86.5 percent). Listed companies were predominantly on the 
Toronto Stock Exchange (TSX), 41 percent, or the TSX—Venture, 
59 percent. Also, most businesses operated in the high-tech 


sector, though not exclusively, offering such products/services as 


Average growth of top 200 businesses (%) 
Highest growth business ($ revenues) 
Total revenues 


Average revenues per business 

Number of SMEs as % of total* 

Average number of employees (2010) 

Number of businesses with high export orientation as % of total** 


Number of unlisted companies as % of total 


Number of jobs created (2005-2010) 


*SMEs are defined as businesses with 500 or fewer employees. 
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Table 3: Statistics on Canada’s 200 Fa 


Source: PROFIT, PROFIT 200: Canada’s Fastest Growing Companies, 2011. 


**Businesses with a high export orientation are defined as those generating more than 50 percent of sales in foreign markets. 


in-store background music, messaging and signage; surveillance 


software and hardware; sales performance management software; 
sonar technology; and on-board retailing software for the airline 


sector, to name a few. 


PROFIT attributes the success of these businesses to a variety of 
factors. One factor is the export intensity of many of the businesses. 
Based on the data gathered, it is estimated that about one third 
of Canada’s 200 fastest growing firms generated 50 percent or 


more of their revenues from foreign sales. 


Commitments to maintaining healthy balance sheets and recruiting 
and retaining dedicated and skilled employees are other factors, 
as is having sufficient access to capital. Many businesses, for 
instance, have increased their use of government financing 
through the Business Development Bank of Canada or Export 


Development Canada. 


Another factor, perhaps the most important in explaining the 
success of these businesses, is that they all offer a highly valued, 
differentiated, and/or low-cost product/service that consumers 


want regardless of the state of the economy. 


' Source: Statistics Canada, Survey of Employment, Payrolls and Hours, unadjusted for 
~y ip y) 


seasonal variation. 


test Growing Businesses (2005-2010) 


1 464 
$200 000 (2005) to $144 967 000 (2010) — 72 384% 
$26.6 billion 


$16.5 million (2005), $131 million (2010) 
95% 
384 
32% 
86.5% 
56 000 


RECENT Developments 


ENTREPRENEURS SPEAK OUT: 
A Call to Action for G20 Governments 


Recently, Ernst & Young produced a report entitled Extrepreneurs 
Speak Out: A Call to Action for G20 Governments for the 
G20 Young Entrepreneurs Summit, which took place from 
October 31 to November 2, 2011. The report uses a combination 
of macroeconomic indicators, business environment indicators 
and surveys to assess the environment of entrepreneurship 


in G20 countries. It highlights five key pillars needed to 


build a successful enterprise environment: entrepreneurship 
culture, education and training, access to funding, regulation 
and taxation, and coordinated support among the different 
public agencies involved in facilitating and supporting 


entrepreneurship within a country. 


The report is available at www.ey.com/entrepreneurship-barometer. 


Small Business Quarterly 
Small Business Branch 


“The Small Business Quarterly (SBQ) provides a quick and easy-to-read 
snapshot of the recent performance of Canada’s small business sector. 


The SBQ is published by the Small Business Branch of Industry Canada. 


If you would like to subscribe or modify the information in your 
previous subscription, please make your request at 


“www. ic.gc.ca/SMEstatistics/subscription. If you have questions or 
comments about the content, please send them to the editor: 


Andrea Pierce i 
Email: andrea.pierce@ic.gc.ca 
Small Business Branch 
‘Industry Canada — 

255 Queen Street * 
Ottawa ON KIA 0H5 ~ 
Tel.: 613-957-7903. 

Fax: 613-946-1035 


Website: www.ic.ec.ca/sbresearch Ne 


Permission to Reproduce. Except as otherwise specifically noted, the information in this ' 
publication may be reproduced, in part or in whole and by any means, without charge 
or further permission from Industry Canada, provided that due diligence is exercised. 

in ensuring the accuracy of the information reproduced; that Industry Canada is 
identified as the source institution; and that the reproduction is not represented as an 
official version of the information reproduced, nor as having been made in affiliation with, 
or with the endorsement of, Industry Canada. 


For permission to reproduce the information in this publication for commercial 


redistribution, please email: droitdauteur.copyright@tpsgc-pwegsc.gc.ca 


Cat. No. C12-18/13-4 
MIX 
ISSN 1205-9099 Paper from 


responsible sources 


60992 ¥S og FSC* C103458 


SMALL BUSINESS FINANCING 
PROFILES: Small and Medium-Sized — 
Enterprises in Tourism Industries 


Industry Canada’s financing profile on Small and Medium-Sized 
Enterprises in Tourism Industries is now available. Published 
by the Small Business Branch, this report presents a profile 
of SMEs in tourism industries and examines their differences 
compared with SMEs in non-tourism industries in terms 
of business and owner characteristics, access to financing, 
financing terms and conditions, and obstacles to business 
growth. The profile uses data from Statistics Canada’s Survey 
on Financing of Small and Medium Enterprises and is part | 
of a series of publications produced to build knowledge on 


financing various types of SMEs (e.g., Women Entrepreneurs, | 
Exporter SMEs and Innovative SMEs). 


The full report is available at www.sme-fdi.gc.ca/sbfprofiles. 


UPCOMING vent 


GLOBAL ENTREPRENEURSHIP | 
Congress 2012 


The Global Entrepreneurship Congress 2012 will take place 
March 13-15, 2012, in Liverpool, England. The Congress, 
run by the Kauffman Foundation, brings together global 

leaders, entrepreneurs and intermediary organizations from 


more than 100 countries. During the Congress, delegates 

will hear from world leaders, economists and other experts 
regarding programs, policies and research aimed at advancing | 
entrepreneurship. They will also have an opportunity to gain 
valuable insight from successful and experienced entrepreneurs 

on the key elements of an environment that encourages 
entrepreneurial growth and is conducive to innovation. 


More information about this event is available at 
http://gec.unleashingideas.org/. 


Small Business Quarterly — Vol. 13, No. 4, February 2014 
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PERFORMANCE 
Trends 


Preliminary results from an Industry Canada study show 
that profitability (return on assets) is a better predictor 
of high performance (high profits and high growth) than 


growth in the number of employees, revenues or assets. 


I ~—— From 1987 to 2011, the number of self-employed individuals 
increased by 57 percent, while the number of employees 
increased by 38 percent. Over this period, self-employment 
in the natural and applied sciences occupational group 
had the highest growth rate (240 percent). 


Year-over-year employment increased by 1.3 percent in the 
third quarter of 2011. Mining and oil and gas extraction 

reported the largest growth (7.3 percent) and health care 

and social assistance created the most jobs (36 000). 


From 2000 to 2010, sales risk of small and medium-sized 
enterprises (SMEs),! measured as the volatility of sales 
revenues over time, was highest in the construction 
industry and lowest in the wholesale trade industry. 


_ Export-oriented immigrant-owned SMEs not only 

- outperformed immigrant-owned firms that did not export, 
but also outperformed their exporting non-immigrant 
counterparts in terms of per-employee growth in revenue, 
profits, employment and total salary expenses. 

Business insolvencies declined by 10 percent in the first 
three quarters of 2011 compared with the same period 
2010. 3 


|‘ Small businesses are defined as having fewer than 100 employees, 
ee ‘medium-sized businesses having 100 to 499 employees and large 
S businesses having 500 or more employees. 


CANADIAN HIGH-GROWTH FIRMS: 
Does Profit Come before Growth? 


High-growth firms tend to create disproportionally more jobs and wealth 
than other firms. As a result, they have attracted much attention in both 
government and academic circles. Though there are numerous studies on the 
positive economic impact of high-growth firms, information on the transition 
into a state of high growth is limited. Recent international research has focused 
on the relationship between growth and profitability of firms and has found 


that growth alone is not necessarily a sign of sustainable development. 


Preliminary results from an Industry Canada study, Canadian High- 
Growth Firms: Does Profit Come before Growth’, shed light on the 
relationship between growth and profitability by following Canadian 
businesses from 2001 to 2007. The study is based on data from the 
Canada Revenue Agency that encompasses about 157 000 private sector 


firms with more than 10 employees. 


In the context of this study, growth is defined in terms of the number of 
employees, revenues and assets. High growth is defined according to the 
Organisation for Economic Co-operation and Development, namely firms 
that experience average annualized growth rates greater than 20 percent 
per year over a three-year period. Profitability is measured by the return 
on assets of the business in 
comparison with the industry 


median. Both growth rates 
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employees, revenues and assets) 
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For each period, firms are categorized into four performance groups: 


* Poor: Low growth and low profits 

¢ Growth: High growth and low profits 

° Profit: High profits and low growth 

* Star: High profits and high growth 

By categorizing firms in both periods, the study analyzes 16 possible 


paths for businesses between the initial and final periods. 


One of the main findings of this study is that firms that achieve 
Profit performance in the initial period are more likely to achieve 
Star performance in the final period than firms that first 
demonstrate Growth performance. In other words, profitability 
is a better predictor of high growth. These results hold 
regardless of whether growth is defined in terms of the number 


of employees, revenues or assets. 


‘Table 1 shows the percentage of firms that achieved Star performance 
in the 2004-2007 period, depending on their initial category. 
When growth is defined in terms of assets or revenues, there 
were four times more Stars initially in the Profit category than 

in the Growth category. This tendency to move from Profit to 
Star was most evident when growth was defined in terms of the 
number of employees. Using this definition of growth, there were 


13 times more Profit firms that became Stars than Growth firms. 


Table 1: Percentage of Firms in Each 
Category that Became Stars in the Final 
Period, 2004-2007, by Definition 
of Growth 


Definition of 
Growth 


Number of 
Assets Employees Revenues 


Growth 10.8 Be 10.1 
Profit 43.4 48.3 40,3 
Source: Canada Revenue Agency (CRA), Industry Canada calculations. 


' 
Using the growth definition in terms of the number of employees, ; 


Figure 1 shows the top five industries in which firms that first 


achieve Profit performance transition to Star performance. 
These transitions occur in a diversity of industries and are not 
necessarily in innovation-intensive industries. For example, in 
the finance and insurance industry, 62 percent of Stars were 
previously Profit firms, while about 57 percent of firms in 
agriculture, forestry, fishing and hunting and 54 percent of 
firms in health care and social assistance (private sector) were 


previously Profit firms. 


This article presents some preliminary findings on the relationship 


between growth and profitability. The full report, including 


analysis of the results by definition of growth and by firm size, 


will be available later in 2012. 


Res fi 


Profit Firms, by Selected Industries 


Finance and 
Insurance 


Agriculture, 
Forestry, Fishing 
and Hunting 
Health Care and 
Social Assistance* 


Accommodation and 
Food Services 


Educational 
Services* 


Percentage 


private sector only. 


Source: Canada Revenue Agency (CRA), Industry Canada calculations. 
* Health care and social assistance, and educational services include the 


Figure 1: Percentage of Stars that were Previous 
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' ELF-Employment 
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According to Statistics Canada’s Labour Force Survey, self- 


employment has grown substantially over the last few decades. 


From 1987 to 2011, the number of self-employed individuals 
‘increased by 57 percent, while the number of employees increased 


by 38 percent (Table 2). Moreover, the self-employment rate 


and applied sciences occupational group. In 1987, 46 500 self- 
employed individuals were in this group. By 2011, this number 

increased more than threefold to 157 900, representing an increase 
of 240 percent. Other substantial increases in self-employment 


over this period occurred in art, culture, recreation and sport 


(proportion of the labour force that is self-employed) increased (150 percent); health (144 percent); processing, manufacturing 


from 13.8 percent in 1987 to 15.4 percent in 2011. and utilities (141 percent); and business, finance and 
dministration (132 : 
In 2011, occupations with the largest share of self-employed administration (132 percent) 


| individuals were management, representing close to 

. 00 000 individuals (18.7 percent of the self-employed); 

i rades, transport and equipment operators, accounting for 
41 800 individuals (16.5 percent of the self-employed); and 

sales and services, with 427 500 individuals (16.0 percent of 


| the self-employed). In total, these three occupational groups 


The only occupational group that experienced a decrease in 
the number of self-employed individuals was primary industry. 
From 1987 to 2011, total self-employment in this group 
decreased from 357 500 to 245 700, a drop of 31 percent. 
This is likely a reflection of the shift in the Canadian economy 
away from goods-producing industries towards service industries. 


epresented over half (51.2 percent) of all self-employed Self-employment in primary industry decreased from 56.8 percent 


| individuals in 2011. 


t 
| In terms of composition, growth in self-employment from 


in 1987 to 46.4 percent in 2011; nevertheless, primary industry 
still had the highest self-employment rate of all occupational 


j By groups in 2011. 
1987 to 2011 appears to be driven by a substantial increase 


4 the number of self-employed individuals in the natural 


| Bee 

| Table 2: Self-Employed Workers and Employees by Occupational Group, 1987-2011 

| Employees Self-Employed 

7 2011 Share 2011Share «2011 Self- 

of Total of Total Self | Employment 
1987 2011 Change — Employees 1987 2011 Change © Employed Rate 

Occupational Group (Thousands) (%) (%) (Thousands) (%) (%) (%) 
Business, finance and administrative 2 258.4 2 815.7 25 19.2 131.8 306.2 132 11.5 9.8 
Health 553.7 1010.9 83 6.9 62.4 152.1 144 ay 13.1 

Management 720.4 977.1 36 67 336.9 499.9 48 18.7 33.8 

{ Natural and applied sciences 566.8 1114.1 97 7.6 46.5 157.9 240 5.9 12.4 

Art, culture, recreation and sport 208.9 369.4 Hd 2D 82.6 206.2 150 7.7 35.8 

| q Social science, education and government 666.3 1396.9 110 9.5 96.4 195.6 103 7.3 12.3 

F Primary industry 271.9 284.2 5 1.9 357.5 245.7 31 9.2 46.4 

ql Sales and services 2 605.9 3 743.4 44 25.6 278.8 427.5 53 16.0 10.2 

f Trades, transport and equipment operators 1850.0 2 145.4 16 14.7 290.7 441.8 52 16.5 17.1 

: Processing, manufacturing and utilities 931.7 778.6 -16 ae) 15.5 Hie 141 14 4.6 


Total, all occupational groups 10 634.0 14 635.7 38 100 1699.1 2 670.2 57 100 15.4 
Source: Statistics Canada, Labour Force Survey, December 2011. 
Note: Numbers may not add up due to rounding. 
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JOB Creation 


According to the latest Survey of Employment, Payrolls and Hours 
from Statistics Canada, year-over-year employment increased 
by 1.3 percent, or almost 194 000 workers, in the third quarter 
of 2011 (Table 3). Large businesses (500 or more employees) 


contributed most to job gains, growing by more than 


Table 3: Year-Over-Year Net Change' in Payroll Employment? by Industry, 3rd Quarter 2011 


Small Medium-Sized Large 
Change (0-99 employees) (100-499 employees) (500+ employees) 

Quarter % Jobs % Jobs % Jobs % Jobs 
Q3 2010 0.9 131 642 37.4 49 239 ied 36 527 34.8 45 876 
Q4 2010 ii) 161 850 Weiatl 21 241 30.6 49 487 56.3 91 124 
Q1 2011 1.3 188 940 15.6 I) SSN 325 61 058 52.0 98 332 
Q2 2011 i153) 186 007 0.3 587 35:5 65 957 64.2 119 465 
Q3 2011 1.3 193 964 14.5 28 186 37.0 723 48.5 94 055 
Industry Change (Jobs) 

Forestry 0.3 128 0.1 41 12 851 -14.1 -765 
Mining and Oil and Gas Extraction 79) 14 148 -5.8 -2 768 -7.6 -2 529 766) 19 445 
Utilities 4.6 5 503 -1.8 -121 4,5 -276 DED 5 898 
Construction 3.3 29 003 1.8 12 001 PAS} 15 136 17 1 867 
Manufacturing ii) 16 302 -0.9 -4 632 3.0 11 406 A 9 528 
Wholesale Trade Dal 15 749 -0.4 -1 430 6.1 8 976 4.1 8 204 
Retail Trade -0.4 -6 748 -0.1 -531 155) 3 036 -1.1 -9 252 
‘Transportation and Warehousing Zr 131922. 1.5 3 194 -1.4 -1 185 3D UNS) 
Information and Cultural Industries -0.4 -1 452 4,9 -3 531 7.2 -3 090 2.4 5 168 
Finance and Insurance 0.4 3 022 -0.4 -524 0.6 495 0.6 3 052 
Real Estate and Rental and Leasing 0.9 2 266 29) 3 883 -7.8 -2 947 2.6 1 330 
Professional, Scientific and Technical Services SEL) 24 169 0.8 3775 2D 3 414 9.0 16 980 
Management of Companies and Enterprises -3.0 -3 204 -1.3 -606 -3.4 -626 -4.6 -1 972 
Administrative and Support, Waste Management and 

Remediation Services 1.4 10 307 1.1 3 437 8.7 12 363 -1.8 -5 493 
Educational Services -1.2 -11 058 0.1 64 -1.2 -1 075 -1.3 -10 047 
Health Care and Social Assistance Pepe 36 071 1.1 5 707 22, 5 650 2.8 24711 
Arts, Entertainment and Recreation 1.0 229) -1.8 -2 411 10.0 4914 0.2 226 
Accommodation and Food Services 2.0 22 096 0.7 4 828 6.3 eso Sun 5 677 
Other Services (excluding Public Administration) 2) 11 256 1.5 5 966 6.2 4 349 1.6 940 
Public Administration 0.9 9756 D2) 1 838 a 1 273 0.8 6 645 
Canada Total 1.3 193 965 0.5 28 180 3.3 71 726 1.5 94 055 


Source: Statistics Canada, Survey of Employment, Payrolls and Hours, unadjusted for seasonal variations, December 2011. 
Year-over-year net change in payroll employment is calculated as the variation between the level of employment in a given quarter and the level in the same quarter a year before. 


* Survey of Employment, Payrolls and Hours data exclude selfemployed workers who are not on a payroll and employees in the following industries: agriculture, fishing and trapping, 
private household services, religious organizations and military personnel of defence services. The data breaking down employment by size of firm also exclude unclassified industries. 


94 000 workers and representing 48.5 percent of total 


employment growth during this period. In comparison, 
employment in small and medium-sized firms grew by 28 000 | 
and almost 72 000 workers, respectively, representing 


14.5 percent and 37.0 percent of total employment growth. 


Bi 


Contribution to Total Net Change (Number of Employees) 


! 
(continued on page 5) 
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The industry reporting the largest year-over-year employment 


growth was mining and oil and gas extraction, increasing by 


7.3 percent and amounting to slightly more than 14 000 
additional jobs. Utilities, construction, and professional, 
scientific and technical services also witnessed noticeable 
ains, growing by 4.6 percent, 3.3 percent and 3.2 percent 
‘respectively. In terms of number of job gains, health care and 
‘social assistance topped the list, creating 36 000 jobs from 
the third quarter of 2010 to the third quarter of 2011. 


Nevertheless, growth in these industries was slightly offset by 
‘losses in others. In particular, year-over-year employment in 
"management of companies and enterprises, educational services, 
retail trade, and information and cultural industries decreased 
by 3.0 percent, 1.2 percent, 0.4 percent and 0.4 percent 

| respectively. Educational services lost the most jobs over this 


period, decreasing by 11 000 jobs. 
j 


SME Sales Risk 


Forecasting business revenues can be difficult because many 

i of the factors that influence revenues are uncertain. Revenues 

are affected by economic conditions, strategies of competitors, 

government regulations and demographic changes. They are 

| also heavily influenced by industry dynamics. In a highly 

cyclical industry, such as construction, sales will typically 
display more volatility over the business cycle compared with 


businesses in more stable industries. 


Sales risk is the risk associated with business revenues. It is 
} typically measured as the volatility of sales revenues over time, 
: usually 5 to 10 years, and can be measured by the standard 
| deviation of historical revenues. As the standard deviation 
| is sensitive to the level of sales, it is not directly comparable 
| across industries. However, it.can be normalized by dividing 


| the standard deviation of revenues by average revenues over the 
! 
is 


| period. The resulting measure is the coefficient of variation (CV) 
| in sales.' Table 4 presents the CV for SMEs across industries 
covering the 2000-2010. period. These findings help confirm 


; intuition regarding the tisk-to-sales trade-offs across industries. 


f 
i 


Z 
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Among small businesses, the largest growth rates occurred 

in real estate and rental and leasing (2.5 percent), followed 
by public administration (2.2 percent). Small businesses in 
construction created the most jobs, boasting a year-over-year 
increase of 12 000 workers. On the other hand, significant job 
losses occurred among small businesses in manufacturing (-4632) 


and information and cultural industries (-3531). 


Among medium-sized firms, significant job gains occurred in 
construction (15 136) and administrative and support, waste 
management and remediation services (12 363). Employment 
among large businesses increased most in health care and 
social assistance (24 711), followed by mining and oil and gas 
extraction (19 445). 


Table 4: Small and Medium-Sized 
Enterprise Sales Risk by Industry, 
2000-2010 


Average Standard 
Revenues Deviation Coefficient 
Industry ($ millions) ($ millions) of Variation 


Agriculture 46.4 6.5 0.14 
Construction weeps AGB ZU 0.18 
Manufacturing 110.0 5.2 0.05 
Wholesale Trade 120.5 oe 0.03 
Retail Trade 155.8 9.6 0.06 
Professional, Scientific ee 
and Technical Services 60.1 8.9 0.15 
Accommodation and 

Food Services 41.8 4.2 0.10 
Allindustries* 883.7 ee B50 0.10 


Source: Statistics Canada, financial and taxation statistics for enterprises; and 
author's calculations, 2000-2010. 
*The total for all industries includes industries not presented in the table. 


ea 


(continued on page 6) 
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As seen from Table 4, sales risk was highest in the construction 
industry (0.18) and lowest in the wholesale trade industry (0.03), 
with both generating about $120 million in revenue per year. 
Sales risk was second and third highest in the professional, 
scientific and technical services industry (0.15) and the agriculture 
industry (0.14). The accommodation and food services industry — 
a highly cyclical industry—appeared to have low sales risk 
when measured by its standard deviation alone (4.2). When 
properly measured against its CV, however, the sales risk was 
much higher (0.10). 


IMMIGRANT ENTREPRENEURS 
and the Importance of Exporting 


For young SMEs owned by recent immigrants to Canada, a 
major factor determining success or disappointment appears 
to be the decision to export goods and services, according to 
preliminary results from a study conducted by the University 
of Ottawa and Industry Canada.' Using data from Statistics 
Canada’s Survey on Financing of Small and Medium Enterprises 
linked with tax file data,* the joint study found not only that 
immigrant-owned young firms were more likely to export than 
young firms owned by non-immigrant, but also that export- 
oriented immigrant-owned SMEs significantly outperformed 
immigrant-owned firms that did not export (in terms of 
per-employee growth in revenue, profits, employment and 


total salary expenses over a four-year period). 


In fact, exporting immigrant-owned SMEs outperformed even 
their exporting non-immigrant counterparts. This particular 
result suggests that immigrant entrepreneurs have the resources, 
such as unique managerial acumen and access to international 
networks, to give them a competitive advantage over non- 


immigrant SME owners that export or aspire to export. 


Sales risk is an important concept of business risk. Higher sales — 


tisk typically translates into greater volatility in earnings and 


cash flows and an increased likelihood of financial distress. 


Monitoring sales risk is particularly important because it helps 


q 


policy-makers to understand within which industries businesses 


are most sensitive to economic activity and to anticipate within 


which industries businesses will be in the greatest need of 


financial support. 


' Reilly, Frank K., and Brown, Keith C., Financial Statement Analysis, CEA Curriculum, 
CFA Institute, 2007. 


In contrast, immigrant-owned SMEs that were not export 
oriented mostly underperformed firms owned by non- 
immigrants, regardless of whether the latter exported or not. 
Such findings imply that immigrant-owned SMEs that do 
not (or cannot) engage in international trade may be facing 
unique challenges to perform and ultimately survive in 


the marketplace. 


‘The study helps explain why previous research on the performance 
of immigrant-owned enterprises has been so mixed. While 
many successful enterprises have been anecdotally linked to 
immigrant entrepreneurs, other studies have suggested that 
such entrepreneurs tend to be confined to low-value, low-profit 
sectors of the economy. By taking into account important 
business characteristics, such as exporting activities, researchers 
can better identify the opportunities and challenges facing the 


highly diverse group of immigrant entrepreneurs. 


"The study's authors were Francois Neville, Barbara Orser and Allan Riding of the 
University of Ottawa, and Owen Jung of Industry Canada. 


* All tax file data are anonymous and cannot be traced back to a particular firm. 
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BUSINESS /nsolvencies 


The number of business insolvencies is one of the indicators These five industries represented two thirds of all business 
used to gauge the strength of the Canadian economy. Recovery insolvencies in the third quarter of 2011, while representing 
from the recent financial crisis and the recession that ensued led only one third of the overall number of businesses.” Industries 
to a decrease in business insolvencies, contributing to a trend where insolvencies are less frequent include educational services; 
that began in 1996 (with 2000 and 2001 being the exceptions). arts, entertainment and recreation; and information and 

e latest data indicate that business insolvencies declined by cultural industries. 


10 percent in the first three quarters of 2011 compared with i : ; ; 
Figure 2 displays the quarterly share of business insolvencies by 


_ the same period in 2010. ; Ber cai opty 
the top five major contributing industries since October 2007. 
is downward trend in the number of business insolvencies The recession (Q4 2008 to Q2 2009) did not trigger a surge in 
occurred across most major industries, with professional, scientific business insolvencies in these industries. The relative shares of 
» and technical services (-19 percent); real estate and rental and these five industries remained remarkably stable over the last 
_ leasing (-20 percent); and transportation and warehousing four years with the notable exception of transportation and 
ip (-22 percent) leading the way. Bucking the trend are finance warehousing, which decreased significantly over time. Shares of 
and insurance (11 percent increase), and health care and social business insolvencies for the other industries followed a similar 
assistance (32 percent increase), albeit from a smaller base.’ pattern, decreasing slightly over time. 
Industries that historically have accounted for the bulk of business ! The comparison covers the first three quarters of 2010 and 2011. 


| 
i 


insolvencies are construction, retail trade, accommodation and 2 Source: Statistics Canada, Business Register, June 2011. 


food services, manufacturing, and transportation and warehousing. 


See 


Figure 2: Quarterly Share of Business Insolvencies by the Top Five 
Contributing Industries, Q4 2007 to Q3 2011 


20 


Recession 


Q4 2007 
QI 2008 
Q2 2008 
Q3 2008 
Q4 2008 
Q1 2009 
Q2 2009 
Q3 2009 
Q4 2009 
Q1 2010 
Q2 2010 
Q3 2010 
Q4 2010 
QI 2011 
Q2 2011 
Q3 2011 


Accommodation and 0 Manufacturing —-O- Transportation and m 


Sapemcion —e@— Rerail Trade —@ - Food Services Warehousing 


Source: Office of the Superintendent of Bankruptcy Canada (www.osb. ic.gc.ca). 


Small Business Quarterly — Vol. 14, No. 1, May 2012 


iT 
@ 
| 
i 
| 
| 
| 
| 
] 
| 
| 
| 
| 


om ia 


Cat. No. C12-18/14-1 


= 
ISSN | 


61002 


| 


OECD REPORT: Financing High-Growth 


Firms: The Role of Angel Investors 


Released in December 2011, this report covers seed and early- 
stage financing for high-growth companies in Organisation 
for Economic Co-operation and Development (OECD) 
and non-OECD countries with a primary focus on angel 
investment, including definitions, data and processes. 

It reviews developments around the world and identifies 
some key success factors, challenges and recent trends. 
‘The report discusses policy measures for promoting angel 
investment, with examples from countries that have been 


active in this area. 


The full report is available for purchase at 


www.oecd.org/sti/angelinvestors. 
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RECENT Developments 


CREDIT CONDITIONS 
faced by SMEs that invest in R&D 


Using data from Statistics Canada’s Survey on Financing of 
Small and Medium Enterprises, this report compares the 
financing activities of research and development (R&D) 
performing SMEs with non-R&D performing SMEs to 
reveal differences in financing demands. In the analysis, 
R&D performers are separated into two groups, “intensive” 
and “low—medium,” to show the diversity in financing needs 
among R&D performing SMEs. The report also outlines 
general firm and majority-owner characteristics by R8cD intensity. 


The full report will be available in the fall of 2012 at 
www.ic.gc.ca/SMEresearch/reports. 


UPCOMING vent 


CANADIAN COUNCIL FOR 
SMALL BUSINESS AND 
ENTREPRENEURSHIP (CCSBE) 
Annual Conference, 

September 27-29, 2012 


‘The Canadian Council for Small Business and Entrepreneurship 


i 


(CCSBE) is an organization whose goal is to promote and 
advance the development of small business and entrepreneurship 
through research, education and training, networking, and 
dissemination of scholarly and policy-oriented information. 


The CCSBE Annual Conference will be held in Halifax, 
Noya Scotia, from September 27 to 29. The theme is 


“Bridging the Gap between Research and Practice.” 


For more information on this event, visit www.ccsbe.org. 
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